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Send for this free book. Written by 
Joseph Harrington of Southern's en- 
gineering staff — noted authority on 
} Coal; its chemistry, preparation, and 
utilization, storing and handling. 
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COAL from no two mines is identical . . . and rarely can 


burning equipment in any two boiler rooms use identical coals. 


Plant engineers know that their boilers produce steam and power 
most efficiently and economically only when—and as long as— 
they have coal suited to their specific needs. 


SOUTHERN offers you coal in a comprehensive variety of types, 
sizes and properties. Each is the refined product of an ultra-mode 
mid-western mine. All are scientifically prepared and rigidly 
controlled to prescribed industrial specifications. Practically every 
equipment requirement can be satisfied — and precise application 
proved by burning tests in your boilers. Be sure of long range, cos 
saving performance. Specify Southern's uniform quality coai— 
backed by wide spread operations, tremendous reserves and 
unquestioned stability. 


‘YOU CAN RELY ON SOUTHERN’S ENGINEERED INDUSTRIAL COA 
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B&W Radiant Boiler with Cyclone Furnaces, Pressure- 
Firing, Cyclone Steam Separators and Reheat for the 
Niles Station of Ohio Edison Co. Each of the two units 
in this station has a maximum continuous steam capacity 
of 885,000 Ib per hr. Design pressure is 1650 psi, 
with pressure at superheater outlet 1485 psi. Final 
steam temperature is 1000 F with reheat to 1000 F. 
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el tyclone Furnace bower 


Reflecting the need for additional power fa- 
cilities in the area it serves, Niles Station is a 
tribute to the foresight of executives of Ohio 
Edison Company and its consulting engineers, 
Commonwealth Associates, Inc. Built into this 
new station are many technical advances to 
achieve economical construction costs while as- 
suring efficient long-range power generation. 
For example, the two B&W Boilers for Niles 
Station, the first of which is now on the line, 
incorporate such engineering features as: 


Cyclone Furnaces for efficient use of low 
grade coals, with provision for burning 
oil or gas when conditions warrant. 


Pressure-Firing, with elimination of in- 
duced draft fans. 


Cyclone Steam-Separators for natural cir- 
culation and high-purity steam to the 
turbine. 


High superheated and reheated steam 
temperatures. 


Elimination of Heavy Fly-Ash Discharge 
with Cyclone Furnaces 


Cyclone Furnace Boilers offer many advantages. 
One important feature is the elimination of 
heavy fly-ash discharge from the stack. Most of 
the ash from the burning coal is melted into easy- 
to-handle slag right in the Cyclone Furnace. 
This ash never gets into the gas stream, with 
the result that dust loading to the stack is re- 
duced to very small amounts... often less than 
that specified by dust loading codes. The Cy- 
clone Furnace offers many other benefits. 
Through simplification of the entire process 
of coal preparation, combustion, ash segrega- 










GUST 19, 1954—PUBLIC UTILITIES FORTNIGHTLY 


BABCOCK | 





tion, and ash handling, it makes possible econ- 
omies in initial cost, operating labor and fuel 
consumption. Maintenance costs are cut because 
so much maintenance-causing machinery is 
eliminated. 


Higher Efficiency, Less Maintenance 
Through Pressure-Firing 


Lower fuel consumption, easier operation, and 
less maintenance are made possible by pressure- 
firing and the elimination of induced draft fans. 
There is also a savings in auxiliary power con- 
sumption since the forced draft fan alone re- 
quires less power than that needed for a com- 
bination of forced and induced draft. 


Positive Circulation, Clean Steam 
with Cyclone Separators 


Adequate circulation of water throughout the 
unit is assured with safety by B&W’s efficient 
Cyclone Steam Separators. Located inside the 
drum, these simple, stationary devices require 
no power, need no maintenance, do not take 
up building room. In conjunction with Steam 
Scrubbers, the Cyclone Separators make it pos- 
sible to send steam of highest purity to the tur- 
bine, contributing to greater turbine efficiency 
and decreasing the amount of turbine cleaning 
required. 


* * * * * * * * * * 


These and many other modern advances in com- 
bustion and high-pressure, high-temperature 
steam generation are available to you. We will 
be glad to discuss them with you in connection 
with your future plans. The Babcock & Wilcox 
Company, Boiler Division, 161 East 42nd Street, 
New York 17, N. Y. 
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PUBLIC utility commission proceeding 
has often been compared with the 
trial of a case in a law court. There are 
both similarities and pitfalls in this anal- 
ogy. It is true that the purpose of both a 
law court and a public utility commission 
is to dispense justice under the broad ob- 
jective of an over-all concept of public 
interest. 


3uT unlike a judge on the bench, a pub- 
lic utility commissioner must fulfill a num- 
ber of roles. The typical regulatory statute 
requires him to do so. He must protect the 
utility consumer from exploitation in the 
form of excessive rates ; on the other hand, 
he must also protect the consumer from 
the consequences of such low rates as to 
injure the utility’s ability to render effi- 
cient service and to expatid plant to take 
care of future needs. 


ABOVE all, the public utility commis- 
sioner is an arbiter of rival or conflicting 
claims concerning the economic conditions 
and financial requirements involved in a 
utilitv’s operation. LEON SCHWARTZ, 
chairman of the Pennsylvania Public Util- 
ity Commission, discusses these various 
roles which the regulatory commissioner 
must play in the leading article in this is- 
sue, entitled “The Masks of a Public Util- 
itv Commissioner.” This article is, in sub- 
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© Harris & Ewing 
HOWARD J. CARSWELL 


stance, the publication of an address given 
by CHAIRMAN ScHWARTz before the fifty- 
ninth annual meeting of the Pennsylvania 
Bar Association on June 22nd at Spring 
Lake, New Jersey. 


CHAIRMAN SCHWARTZ was born and 
raised in Nanticoke, which is in Luzerne 
county, Pennsylvania. After some youth- 
ful experience as a teacher, he served his 
country during World War I as a Lieu- 
tenant and later commanded an infantry 
company of the 80th Division, which saw 
action in the Meuse-Argonne offensive. He 
studied law with the district attorney of 
Luzerne county and was admitted to prac- 
tice in 1924, subsequently becoming dis- 
trict attorney. He was appointed to the 
Pennsylvania commission by Governor 
"ine in 1952. 


T used to be said that demand for elec- 
tric power in the United States doubles 
every ten vears. It has grown somewhat 
faster than that, since the end of World 
War II. But the idea persists among resi- 
dential customers that the same old wir- 
ing, some of it installed a generation ago, 
can continue without much change to 
carry the actual load. This fallacy is not 
only bad economy, but can be downright 
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custom-built 
transmission 
line towers 


engineered to your 


job by BLAW-KNOX 


Based on some forty years in designing and 
building towers, we offer you technical knowl- 
edge and field experience that assures— 


@ engineered product of sturdy construction 
—custom-built to your requirements. 

@ high quality fabrication—for easy erection 
in the field. 


Our engineers will work closely with your consult- 
ants or your own engineers throughout the entire 
project. Or, if desired, we’ll handle the complete 
project, from your original rough sketches to fin- 
ished product. 

Just let us know your requirements. We’ll be 
glad to study them and offer you a quotation. 


BLAW-KNOX COMPANY 


PITTSBURGH 38, PENNSYLVANIA 
BLAW-KNOX EQUIPMENT DIVISION © TOWER DEPARTMENT 


TRANSMISSION 
TOWERS 


Steel transmission towers, custom-built for 
each installation . . . (and antenna tow- 
ers—guyed and self-supporting types 
—for AM * FM ¢ TV © microwave ° 

communications * radar) 


BLAW-KNOX Strain Tower on single- 
circuit 220 KV transmission lines of 
Pennsylvania Water & Power Co. 
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dangerous, in addition to blocking the 
electric utility’s full opportunities for ren- 
dering adequate and satisfactory service. 
In his article beginning on page 190, 
Howarp J. CARSWELL, manager, publicity 
department, Guaranty Trust Company of 
New York, goes into the background of 
this peculiar anomaly and tells about steps 
being taken to overcome the safety 
hazards and other evil consequences of 
obsolescent wiring throughout the nation. 


Mr. CARSWELL is a native Kansan and 
an engineering graduate of Purdue Uni- 
versity. He devoted some vears to news- 
paper writing, including eight years for 
the New York lV orld-Telegram as a busi- 
ness and financial news writer. During 
World War II he served as a Major with 
Yank, the Army weekly. He was former- 
ly in charge of public relations for the Na- 
tional Coal Association in Washington, 
D. C., before joining his present organiza- 
tion, the Guaranty Trust Company of 
New York. 


Ww postwar growth, Los Angeles 
boasts the largest non-Bell telephone 
company service in the country. But every- 
where the independents are growing and 
modernizing. They now serve two-thirds 
of the U. S. area, with one-sixth of the 
telephones. In his article beginning on page 
183, James H. Cottins, California au- 
thor of business articles, gives us some in- 
teresting but comparatively little-known 
facts about the important stake which the 
independent telephone companies have in 
telephone service in the United States. 
This is one of the reasons why the inde- 
pendents have decided to publicize the 
scope and extent of their operations in 
popular magazines, through an organized 
advertising campaign now going on 
throughout the country. 


- * 
* *K 


gui the important decisions pre- 
printed from Public Utilities Reports 
in the back of this number, may be found 
the following : 


THE New Mexico supreme court holds 
that it has jurisdiction to determine the 


8g 
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reasonableness of an order directing the 
withdrawal of a proposed telephone rate 
increase where the company has refused 
to comply with that order. (See page 
33.) 


THE basing of valuation for rate-mak- 
ing purposes during an inflationary period 
primarily upon reproduction cost new 
figures and an estimated period in the fu- 
ture as distinguished from the latest avail- 
able actual figures was considered un- 
sound by the New Mexico supreme court. 
(See page 33.) 


THE Wisconsin commission holds that 
a telephone company’s practice of permit- 
ting unlimited interexchange service with- 
out toll charge was unreasonable and dis- 
criminatory where the costs of the service 
were not equitably apportioned to the sub- 
scribers using the service but were borne 
by all subscribers of the exchange. (See 
page 56.) 


THE Georgia commission, in authoriz- 
ing a transit company to issue securities 
and evidences of debt, required that divi- 
dends be limited to actual earnings after 
provision for depreciation on a cost basis 
and for tax liabilities. (See page 59.) 


THE next number of this magazine will 
be out September 2nd. 


Ar Cite 
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You, Too, Can Profit With Push-Button Accounting 


igs 


Thousands of users report substantial clerical savings 
...more timely records...more detailed facts and fig- 
ures — with Remington Rand punched-card methods. 
Why not put it squarely up to us to show how we 
can increase your profits, too, with push-button ac- 
counting? Room 1843, 315 Fourth Ave., New York 10. 





Remington. Fane. punched-card methods 





Coming IN THE NEXT ISSUE 


* 


WHAT DOES THE NEW ATOMIC ENERGY LAW MEAN? 


As this issue went to press, the United States Congress, in the closing hours of a long- 
drawn-out session, was still considering recommendations of a conference committee 
on an important bill to amend the Atomic Energy Act of 1946. The proposed bill 
contains provisions which will have a far-reaching effect, if enacted, on the future 
relationship of atomic energy development and the electric power industry. Unless 
eleventh-hour delays block final passage of the measure by the 83rd Congress, or 
last-minute changes require further considerations of the final enactment, there will 
be published a careful analysis of the new law. Written by a competent and authori- 
tative observer, it will examine especially those provisions under which the Atomic 
Energy Commission might contract with business-managed electric utility companies 
for power supply. It will also cover important facts dealing with future licensing of 
power plants by publicly and privately owned utility agencies, using the nuclear re- 
actor fuel. These and other essential provisions of the new law, as well as the political 
philosophy back of it, wil’ be covered in this article. 


MORE ON THE SMALL SHAREHOLDER 


In the recent general tax revision bill passed by Congress, there was some recognition 
of the need of tax relief for the small shareholder. It was the first time in many years 
that Congress has specifically paid attention to the rights of investors from a tax- 
paying standpoint. This suggests that the small shareholder might well be a political 
power in his own right. Ernest Frederick Lloyd, of Ann Arbor, Michigan, a former 
president of the Michigan Gas Association, now retired from active business, has 
given us some new and interesting slants on the cultivation of the small shareholder 
as an instrument for assisting management in its relationship with government on 
other fronts besides the important question of taxation. 


THEY LOOK UP TO THEIR BUSINESS 


Expert professional tree trimming by independent firms specializing in the business 
has been an old story in all lines of public utility operations for some years. But there 
are public relations factors which are involved in the actual practice of tree trim- 
ming for specialized purposes of electric power and telephone utility operations. Who 
are the men who actually do this job and how are they selected, and what is their 
training? Utility management people might well like to take a peek behind the scenes 
with Henry F. Unger, professional writer of Phoenix, Arizona, who has given us a 
readable account of a specialized business which has been developing its own rules 
and disciplines. 


* 


Als O .... Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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GAMBLING OV RATES? *:| 


You may be /osing important rate revenues if your rate structure is based on 
incomplete figures. You can get complete, accurate, swift analyses of all your 
billings via the R & S exclusive ‘Multi Frequency Tabulator.’’ When R & S ana- 
lyzes your billings you are insured against the hazards of these highly dangerous 
methods— 


@ rates developed from “sampling” analyses of 2 or 3 months 
billing and weighted for the balance of the year 


@ rates arrived at through meter book studies, again, on a 
sampling basis 


@ rates predicated upon random sampling of “typical” cus- 
tomer billings over a short or long term 


None of these methods can be depended upon to reveal a true picture—the R & S 
method can. 


The cost of this service can be recaptured a thousand fold with properly designed 
rate structures that produce the required revenue and at the same time stimulate 
consumption. The insurance that your rates 
reflect the true picture of consumption is 
worth the cost alone! 





There is no charge for consultation with 
R & S—ask for an estimate of the cost of an 
analysis of your billings—try the service—it 
will prove its worth almost immediately! 





RECORDING & STATISTICAL CORPORATION 


“your way to better controls” 
100 Sixth Avenue, NewYork 13, N.Y. 
WOrth 6-2700 
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Chairman of the board, United 
States Steel Corporation. 


Rosert E. Woop 
Former chairman of the board, 
Scars, Roebuck & Co. 


J. BACKSTRAND 
President, Armstrong Cork 
Company. 
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Governor of Maryland. 
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President, E. I. du Pont de 
Nemours & Company, Inc. 
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“There never was in the world two opinions alike.” 





—MOoNTAIGNE 





President, National Association of 


“Jobs are more important than tax cuts. Jobs are 
what America lives on.” 


- 


“TDeficit spending] ignores the pain resulting when 
the old and especially the young pay income tax for 
interest on the debt.” 

* 


“We have all observed that whenever, and wherever, 
dictators have tried to control a free people, their very 
first attack has been aimed against all forms of freedom 


and religion.” 
> 


“American capitalism has been the only competitive 
capitalism in the world—capitalism in Europe has not 
been a true capitalism because of cartels, monopolies, 
and inefficiency.” 

¥ 


“Three factors undergird a confident faith for these 
critical times—the productive might of the Western 
world, the high degree of liberty and individual dignity 
which exists on this side of the Iron Curtain, and the 
great resurgence of religious faith.” 


¥ 


“America has its enemies of free enterprise. They 
are the people who now seek to convince the whole body 
of the public that we are on the verge of a depression. 
They would have us believe that business cannot be kept 
at a high level without high government spending for 
the materials of war.” 


¥ 


“Welcome and helpful as these [tax] revisions are, 
however, I cannot feel that they provide more than a 
beginning. In the end I am afraid we are going to have 
to face the fact that industrial progress is tightly bound 
to individual incentive. . . . Thus the ultimate answer 

. . must go back to a rule of reason that will recognize 
individual achievement and individual incentive in per- 
sonal income taxes.” 


* 


“Speaking as an independent grocer—a small busi- 
nessman—I am frank to say that I don’t like the feeling 
that my business operation has to be so doggone anxious 
about what big government here in Washington is going 
to decide for me next. It’s like having a big brother 
whom you love and respect who sometimes gets too big 
for his britches and you have to face up to him once 
in a while and let him know you intend to do your own 
thinking and you will thank him to mind his own busi- 
ness.” 
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More and more 
Utilities and Industries 
find the need for 
















Consulting Services 





the help you wasWhen you need it 


INVESTIGATIONS 


REPORTS @ @ @ or before 





FINANCING 
ACCOUNTING 
TAXES 
INSURANCE : ss e _ 
PENSIONS We invite your inquiry. 
RATES Write for our booklet describing 
DEPRECIATION in detail the many services 
VALUATIONS available to you. 
CONSULTING & DESIGN ENGINEERING 
PURCHASING Address: Department E 
INDUSTRIAL & PUBLIC RELATIONS 20 Pine Street, New York 5, N. Y. 


ADVERTISING 
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COMMONWEALTH ASSOCIATES INC. 


20 Pine Shred, New Yoh 5 MY. 
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Rospert E. LEE 
Member, Federal Communications 
Commission. 


JosEpH W. Martin, JR. 
Speaker, U. S. House of 
Representatives. 


WILLIAM J. MEINEL 
Chairman of the board, Federal 
Reserve Bank of Philadelphia. 


M. S. RUKEYSER 
Columnist, New York 
Journal-American. 


Dan THORNTON 
Governor of Colorado. 


Excerpt from the New England 
Letter, published by the First Na- 
tional Bank of Boston. 


Lewis HANEY 
Columnist, New York 
Journal-American. 


3ENSON ForpD 
Vice president, Ford Motor 
Company. 


WILLIAM H. Warp 
Vice president, E. I. du Pont de 
Nemours & Company, Inc. 





REMARKABLE REMARKS—( Continued) 





“Attacks on free enterprise are seldom made in the 
open. They are generally camouflaged and made from 
the flank or the rear.” 


> 


“[To switch from a war economy] to one based pri- 
marily on peacetime conditions is not easy. It entails the 
best that is in all of us, and it entails sacrifice by some.” 


¥ 


“Modern management, when unhampered by need- 
less restrictions, has it within its power to influence the 
economic climate and to influence it for great national 


good.” 
* 


“When, in a period of economic readjustment, some- 
one asks: ‘How’s business?’ an authentic answer would 
be: ‘Business is better for the wide awake than for the 
sleepy.’ ” 


. 


“Tf you are going to put the farmer’s political sup- 
port on the auction block, the next step is labor and then 
business and the next thing you know you are in com- 
plete socialism.” 


> 


“It should be apparent that jobs do not spring into 
being by mere pronouncement, government decree, 
wishful thinking, or the pressing of a button. Under a 
free society, it is the consumer who by his preferences 
at the market place determines the type and amount of 
goods to be produced.” 


¥ 


“We can't find big freedom in big government. 
Progress now does not lie in the direction of more con- 
trol. In that direction lies Communism. Progress lies 
in the direction of more freedom of individual choice, 
particularly among producers. The essence of freedom 
in production is competition.” 


¥ 


“We loath government interference, but we are all 
too often ready to run to the government for help when 
the going gets rough. We think optimism is a wonder- 
ful thing, but too often we succumb to the temptation 
to be smartly cynical and pessimistic. We enthusiastical- 
ly indorse competition so long as we're in the position 
of dishing it out, but often howl ‘unfair’ when we’re 
on the receiving end.” 


Pa 


“We in industry know that our march of progress 
will require an environment which encourages us to 
push forward. The essential ingredients of such an 
environment are freedom and understanding. . .. When- 
ever limitations have been imposed upon freedom, the 
progress of science and industry has faltered... . We 
believe it of the utmost importance that American in- 
dustry today have the understanding of the people [and 
the winning of it] is a task that challenges the efforts 
of all industry.” 
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FOR CLEANER 
COOKING 


columbia Gas System 
delivers a modern miracle 


24 Hours-A-Day! \ 


Ecce naee 






“- POR INSTANT. 
< HOT WATER 





© The Columbia Gas System 


CHARLESTON GROUP: United Fuel Gas Company, Atlantic Seaboard Corporation, Amere Gas Utilities Com- 
pany, Virginia Gas Distribution Corporation, Big Marsh Oil Company, Central Kentucky Natural Gas Company; 
COLUMBUS GROUP: The Ohio Fuel Gas Company; PITTSBURGH GROUP: The Manufacturers Light and Heat 
Company, Binghamton Gas Works, Cumberland and Allegheny Gas Company, Home Gas Company, The Key- 
stone Gas Company, Inc., Natural Gas Company of West Virginia; OIL GROUP: The Preston Oil Company. 
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Yours only with DODGE TRUCKS" 
Advanced POWER-DOME V-8's4N 


Y 


tap new 


Rew 





You get efficient power! Unique 
dome-shaped combustion 
chamber makes new Dodge 
truck Power-Dome V-8’s the 
most efficient of all V-8's! 
Thrifty time-tested 6’s, too! 























You enjoy greater cab comf 
More hiproom (613%4”), mo 
shoulder-room (58 %”) thana 
other leading make! Plus 22 
sq. in. of vision area—most 0 
any trucks! 














You travel in high style! You 
get the sleekest, lowest built 
lines of any truck . . . smart 
new colors inside and out! And =V 
these are the easiest handling Na | 


} | | ( oe trucks of all! tae! / 


DODGE ##%ic TRUCKS: 


Loe your heath why there! 
dependable. Dodge a betiar dea 
Fuck dealer for the nah 
today and... he wheel 
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was thinking I shouldn’t be cutting that plaster That is the way we started a house ad about America. 
i pulling these wires.” opportunity, initiative, enterprise. 
y, Yes?” We inquired, noting that he was not pulling wires. We did this in a recent issue of Electrified Industry, 


‘Yes! I should go in business for myself... .” pointing out to your industrial customers: 


hore! what they can do RIGHT NOW... 


p aha T | wee | 
ODAY they can promote the enterprise system by increasing production 

IGh FH and lowering costs. They can use the ideas reported in this issue: 

/ 0 / Faster, more accurate seeing—with high level, high quality lighting 


Save man-hours—using automatic control devices 
Attract skilled workmen—have clean, safe working conditions 
Right heat automatically—with infrared and resistance heat 


Each month utility salesmen promote free enterprise. They show their 
customers how to make production go up and costs go down. We are in 
partnership with them to improve your customer relations, increase your sales 
and add to your net income. 


ELECTRIFIED INDUSTRY ~~ Todays Blaimess 


Martin Publications —- 20 No. Wacker Dr., Chicago 6 
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Why fine new power 
plants everywhere 
have Q-Panel Walls 


Builders of new power plants in all parts of the country 
have specified Q-Panel walls for the following very good 
reasons: 1. Q-Panels are permanent, dry and noncom- 
bustible, yet may be demounted and re-erected elsewhere 
to keep pace with expansion programs. 2. Q-Panels are 
light in weight, thus reducing the cost of framing and 
foundations. 3. Q-Panels have high insulation value. . . 
superior to a 12” masonry wall. 4. Q-Panels are quickly 
installed because they are hung, not piled up. An acre of 
wall has been hung in 3 days. For more good reasons for 
using Q-Panel construction, use the coupon below and 
write for literature. 


QO-Panels 


H. H. Robertson Company 
2400 FARMERS BANK BLDG. °* PITTSBURGH 22, PA. 
Offices in Principal Cities 
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a 
Q-Panel walls grace the new Elrama Poy 
Plant (above) near Pittsburgh. It was design 
by Duquesne Light Company’s Engineer] 
and Construction Department. The Dra 
Corporation was General Contractor. 




















Q-Panel walls (above) go up quickly in 
any weather because they are dry and 
hung in place, not piled up. 


More than 32,000 sq. ft. of Q-Panels were u! 
to enclose the impressive Hawthorn Ste 
Electric Station (left) of the Kansas City, ) 
souri, Power and Light Company. Ebasco§ 
vices, Inc., designed and built the plant. 


Please send a free copy of your Q-Panel Catalog. 
NAME 
FIRM 


ADDRESS 
PUFI 
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Photomicrograph (200X) of dust removed 
by Blaw-Knox Gas Cleaner. Each line is 
one micron (.000039 in.) Note that many 
particles are of sub-micron size. 


dust particles 20 microns and below travel easiest, farthest—do the most damage 






Field tests prove Blaw-Knox Gas Cleaners 
remove even the smallest dust particles 


The test of any gas cleaner’s efficiency 
should be measured not in terms of the 
amount of dust collected, but in terms of 
the quantities entrained in the “‘clean”’ gas. 
The removal of a high percentage of large 
dust particles is a relatively easy task. 
However, it is the particle sizes of 20 
microns and below that travel easiest, 
farthest and cause the most damage. Blaw- 
Knox Gas Cleaners remove even the smallest 
particles of these dusts. 

A large number of field performance tests 
have been run to determine the dust removal 
capacity of Blaw-Knox Gas Cleaners. Inlet 
dust loadings ranged up to 547 pounds per 
million cubic feet of gas. Tests on the cleaner 
outlet showed absolutely no dust getting 
past. 

The ability of Blaw-Knox Gas Cleaners 
to maintain such performance is due to an 
exclusive operating principle through which 
each tiny particle of dust is placed imme- 
diately in violent, intimate contact with oil. 


BLAWG 


In the expansion separation stages, a major 
portion of dust-laden oil drops out of the 
gas stream. An oil-wet, multiple baffle, 
primary separator catches and agglomerates 
the remaining tiny wet particles. Finally the 
gas is scrubbed by an efficient, multiple 
vane mist extractor. 

When you buy, be sure to specify Blaw- 
Knox, for when you place a Blaw-Knox 
Gas Cleaner on stream, you’re sure to 
remove even the smallest particles of dust. 


Blaw-Knox Electroil and Portable Hot Oil Fog- 
gers provide a safe, compact, efficient means of 
producing a stable oil fog in your gas streams. 


A STABLE OIL FOG IN YOUR GAS MAINS: 


Will wet down existing dust deposits. 


Will prevent drying out and eventual dislodging of exist- 
ing wet deposits. 


Will moisten leather diaphragms. 

Will curb internal corrosion of steel mains. 

Will prevent loss of odorant by reaction with pipe scale. 
Will help to prevent drying out of jute-joint packing. 


BLAW-KNOX COMPANY 


Blaw-Knox Equipment Division/Gas Equipment Department 
Pittsburgh 38, Pennsylvania 














You may find 


a fresh approach... 


‘Tackling utility company problems daily . . . 
maintaining close and continued contact with 





the financial world gives us an understanding 
of the complex field of utility financing and 








investor relations which may be of help to you. 


A fresh approach to the problem you are 
now studying may be suggested by a talk with 
us. Call Public Utilities Department at Digby 
4-3500 or write us at One Wall Street. 


IRVING TRUST COMPANY 


ONE WALL STREET + NEW YORK 15,N. Y. 


Capital Funds over $123,000,000 Total Resources over $1,400,000,000 


WituraM N. Enstrom, Chairman of the Board 
Ricuarp H. West, President 


Public Utilities Department—Joun F. Cuitps, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


























Long Distance Rates Are Low. These are the daytime station-to-station rates for the first three minutes and do 


not include federal excise tax. Long Distance rates are even lower after six every evening and all day Sunday. 


You save days and dollars 


when you go Long Distance 


There is hardly any limit to the 
time, money and waste motion 
Long Distance telephone service 
can save in a single business day. 

Here are only a few of many 
things you can do by telephone: 
Make appointments to avoid fruit- 
less visits. Complete sales with 
new contacts or old customers. 





Make purchases at advantageous 
prices or when emergencies arise. 
Satisfy complaints promptly and 
personally. Make collections by 
diplomatic, friendly discussions of 
overdue accounts. 

Many companies have found 
that a small investment in Long 
Distance pays big dividends. 


BELL TELEPHONE SYSTEM 


Long Distance Doesn't Cost—It Pays. 


We have some specific suggestions 
for the profitable use of Long Dis- 
tance in Sales, Purchasing, Ad- 
ministration, Traffic, Production, 
Engineering and Accounting. If 
you would like to discuss them, 
just call your Bell Telephone 
Business Office. 












Have you looked into 


TOMORROW’S TRUCK TODAY? 


In just 5 years of production... 
This startlingly new idea in 
Motor Trucks has become a 
familiar sight on America’s 
streets and highways 


5 YEARS AGO The White Motor Company introduced an entirely 
new type of truck—completely functional—designed to reduce 
delivery cost because it could do more work per day or per 
mile. So new and different, other manufacturers thought the 
White 3000 of little consequence, at the time. 


TODAY ... just five years later. . . thousands of successful fleet 









owners have cost records to prove that the White 3000 reduces 
delivery costs spectacularly. The White Roll Call of owners of 
ten or more is published as unassailable proof of this fact. 

If you have not had the White 3000 demonstrated in your 
service—to see for yourself its ability to cut your delivery time 
and costs—call your White Representative today. 


THE WHITE MOTOR COMPANY 
Cleveland 1, Ohio 


For more than 50 years 


the greatest name in trucks 





Gain 
maximum head 
at Intakes 





Newport News ~ os 
Mechanical Rake | 


Keeping racks clean is essential wherever a few inches of 
head loss can reduce output of the wheels. 


One company calculated the capitalized value of each inch 
of head gained at its plant as $6,000. Measured in terms of 
the value of additional power output, a Newport News 
rack rake installed at this plant is paying for itself 
over and over again the year ’round. 


Power-operated to clean trash racks at water intakes of 
hydroelectric plants, steam plants, pumping stations, canals 
and similar installations, the Newport News Mechanical : 
: Write for your copy of 
Rack Rake reduces a major hand-labor task to one of , » “Rack RAKE,” an il- 
minor periodic activity. Twa }\ lustrated booklet de- 
scribing the opera- 


‘ pase , : tion and advantages 
Under ordinary conditions, one man per shift can, M  oftheNewport News 


with a Newport News Mechanical Rack Rake, am), Mechanical Rack 


bt \\ Rake. Use the con- 
keep the racks clean for a dozen bays. : \ aeserseeeggpasinnr 


> a aes 
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s Newport News Shipbuilding and Dry Dock Company 
Dept. PUF 8-19, Newport News, Virginia 


e 
EWPORT NEWS. 2:02) 002 0009 of Race Rare” 


m " Name Title 
Shipbuilding and Cue 
Dry Dock Company Address 
Newport News, Virginia City 




















. ITS A LEAFS 
IT'S A ROPE! 


I$ A Post! 


itt NCE upon a time there were six blind men, each of whom touched 
a different part of an elephant’s body and came up with six different descrip- 


tions of it. 

It might be well to remember this when considering the purchase of trans- 
formers. Unless the manufacturer considers the product’s purpose objectively, 
it is quite possible that over-all performance will be sacrificed. Unbalanced 


design will not produce the efficient distribution system you are seeking. 


Moloney products are designed and produced with your needs in mind. Over 





50 years of experience in engineering, research, design and fabrication are 
combined to produce the best all-around transformers that you can buy. For 


better performance, greater reliability and less maintenance ... specify Moloney. 


ME-52-11 


Manufacturers of Power Transformers ¢ Distribution Transformers * Step Voltage Regulators 
Regulating Transformers * Load Ratio Control Transformers * Unit Substations * Network 


Transformers « Constant Current Transformers * Capacitors * Transformers for Electronics 


MOLONEY ELECTRIOC COMPANY 


SALES OFFICES IN ALL PRINCIPAL CITIES e FACTORIES AT ST. LOUIS 20, MO. AND TORONTO, ONT., CANADA 





AKE!! 
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Thursday—19 


Southeastern Electric Ex- 
change, Personnel Admin- 


Friday—20 


Natural Gas Gathering 
Conference begins, Shreve- 


Saturday—21 


American Society of Me- 
chanical Engineers will hold 





Sunday—22 


Mid-West Gas School and 
Conference will be held, 





istration Section, begins port, La. fall meeting, Milwaukee, Iowa State College, Ames, 
meeting, Asheville, N. C. Wis. Sept. 8-10. Advance Iowa. Sept. 8-10. Advance 
notice. notice. 
Monday—23 Tuesday—24 - Wednesday—25 Thursday—26 


Appalachian Gas Measure- 

ment Short Course begins, 

West Virginia University, 
Morgantown, W. Va. 


Pacific Coast Gas Associa- 
tion will hold meeting, Van- 
couver, British Columbia, 
Canada. Sept. 8-10. Advance 


Western Electronic Show 
and Convention begins, Los 
Angeles, Cal. 


American Water Works 
Association, New York 
Section, will hold annual 
meeting, Montauk, Long Is- 








notice. land, N. Y. Sept. 9, 10. 
Advance notice. 
Friday—27 Saturday—28 Sunday—29 Monday—30 


Michigan Independent Tele- 
phone Association will hold 
annual convention, Grand 
Rapids, Mich. Sept. 9, 10. 
Advance notice. 


Rocky Mountain Electrical 

League will hold annual fall 

convention, Estes Park, 

Colo. Sept. 12-15. Advance 
notice. 


@ 


Illuminating Engineering 

Society will hold national 

technical conference, At- 

lantic City, N. J. Sept. 12- 
16. Advance notice. 


Independent Natural Gas 
Association of America will 
hold annual meeting, New 
Orleans, La. Sept. 13, 14. 
Advance notice. 








Tuesday—31 


American Water Works 
Association, Michigan Sec- 
tion, will hold annual meet- 
ing, Muskegon, Mich. Sept. 
15-17. Advance notice. 





September 
Wednesday—1 


Rocky Mountain Telephone 
Association will hold annual 
convention, Salt Lake City, 
Utah. Sept. 16, 17. Advance 
notice. 





Thursday—2 


Public Utilities Association 
of the Virginias will hold 
annual meeting, White Sul- 
phur Springs, W. Va. Sept. 
16-18. Advance notice. 





Friday—3 


Maryland Utilities Associa- 

tion will hold fall confer- 

ence, Virginia Beach, Va. 

Sept. 17, 18. Advance no- 
tice. 

















Photograph by Harold M. Lambert 
Tying the Threads of Communication 


Telephone lineman splicing rural lines. 
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The Masks of a Public Utility 
Commissioner 


A public utility commissioner must fulfill several réles in the 
course of a typical rate case. He must protect the consumer from 
exploitation in the form of excessive rates. He must protect the 
utility's investor so as to preserve the ability of the utility to serve. 
And he must also be the arbiter of rival claims concerning economic 
factors and financial requirements involved in the utility’s opera- 


By THe HonoraBLE LEON SCHWARTZ* 
CHAIRMAN, PENNSYLVANIA PUBLIC UTILITY COMMISSION 


LAWYER would have to acknowledge 

a fruitless search of all other au- 
thoritative sources before citing as 

legal precedent anything emerging from 
the recent Army-McCarthy hearings. Yet 
it is in just such a welter of confusion, 
loosely bearing the name of legal proceed- 
ings, that one may encounter a graphic 
incident to illustrate a legal point, or even 
to serve as an introduction to a topic as 


*For additional personal note, see “Pages with 
the Editors.” 


remote from it as public utility regulation. 
Take, for example, the singular rdle of 
the committee’s special counsel, Ray Jen- 
kins. I say singular rdle, though I might 
more accurately say plural, for he had to 
be, alternately and with the same witness, 
defendant’s counsel, prosecutor, and trial 
judge. 

Like an actor in an ancient Greek 
drama, Mr. Jenkins had a mask for each 
of the diverse rdles he portrayed: First 
he would don the benign mask of sym- 
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pathetic counsel guiding his witness in 
the presentation of direct evidence, then 
doff that guise for the malevolent mask 
of cross-examining attorney, and finally 
put on the bland mask of judge, rul- 
ing upon the legality and effect of the 
evidence he had produced in both his 
former rdles. Having been district attorney 
of my county for many years, I am not 
unacquainted with the playing of diverse 
roles; it is a coincidence that I should 
also find somewhat of a counterpart of 
the Jenkins rdle as a public utility com- 
missioner. 


ie the broad field of regulation probably 

a public utility commission’s major 
function, and certainly its most publicized 
one, is the fixing of rates for public utility 
service. But its primary duties are to 
make certain that utilities furnish and 
maintain adequate, efficient, safe, and rea- 
sonable service, and, on the other hand, 
to allow the utilities a return consistent 
with these requirements under limits fixed 
by law. Throughout any proceeding, the 
conflicting interests of a utility and its 
customers will clash. The commissioner’s 
attitude toward each should be helpful, 
hostile, or detached as he conceives his 
proper interest to be at each stage in 
order to achieve the final goal of utility 
regulation—adequate service at reason- 
able rates. Thus the masks, which might at 
first glance appear to have been chosen as 
a handy journalistic metaphor, become 
symbols of the varied functions that the 
legislature intended him to perform in 
carrying out its mandate. 

Perhaps I should emphasize at this 
point that I am neither revealing any par- 
ticular commissioner’s formula in arriv- 
ing at a judgment, or suggesting one for 
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his future guidance. Let us say that I am 
referring to a hypothetical commissioner 
(acting for the purpose of this discussion 
as a whole commission) and casting him 
in the parts which I believe the legislature 
intended him to play. 


The Mask of Sympathetic Counsel 


HE first function of statewide regula- 

tion is to preserve a sound, privately 
owned system of public utilities, or the 
state will have nothing to regulate. To 
keep it sound revenues must be allowed 
in sufficient amount to attract investment 
in it. The rates collected by a utility are 
its lifeblood. If revenues are too low, the 
utility suffers from economic anemia. It 
does not have the financial strength to 
secure the latest, modern equipment in 
order to render the best service, and these 
ills grow even more severe as consumers 
seek substitutes for deteriorating utility 
service. Obviously, the only cure for it is 
the removal of the cause by increasing 
rates above such an artificially low level. 
It is at this stage that the commissioner 
must sit at the side of the company in the 
mask of sympathetic counsel. 

He will find it his most unpopular and 
painful rdle. And it will become doubly 
poignant when the utility’s proposed in- 
creases are allowed to go into effect with- 
out a public hearing, in cases where the 
supporting data are such as to make it un- 
mistakably clear that a public hearing 
would be a mere formality and result only 
in a delay amounting to an outright con- 
fiscation of private property. 

In such circumstances the commissioner 
will be assailed as a tool of the monopolies. 
Aspirants for office seeking an issue, pub- 
lic officers goaded into action by an un- 
informed public and segments of the 
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Keeping Service Going—A Primary Duty 
Ge i dpe first function of statewide regulation is to preserve a sound, 
privately owned system of public utilities, or the state will have 
nothing to regulate. To keep it sound revenues must be allowed in suffi- 
cient amount to attract investment in tt. The rates collected by a utility 
are its lifeblood. If revenues are too low, the utility suffers from economic 
anemia.” 








press, seeking to espouse a popular cause, 
will be upon him. It will be one of the 
most stringent tests of his qualification to 
be a commissioner. In the performance of 
this primary duty—that is, the preserva- 
tion of essential service—he will be 
soothed only by the salve of knowing that 
his critics have more latitude for reckless- 
ness than he has as a responsible agent 
of the legislature. 


uT where does that attitude end? 

Where is the line to be drawn be- 
tween the bottom, or point of unreason- 
ably low return, to the top, or point of 
unreasonably high return, at which the 
commissioner’s concern shifts from the 
preservation of the utility to the insistence 
on reasonably low rates? Is it at the point 


of possible confiscation of the utility’s 
property? 

The Supreme Court of the United 
States from 1898 followed the principle 
of fair return on “fair value” announced 
in Smyth v. Ames (169 US 466) as the 
test of confiscation under the Fourteenth 
Amendment. Recent decisions of that 
court indicate a departure from that test 
of confiscation at least when reviewing de- 
cisions of the Federal Power Commission, 
and reveal that fair return on fair value 
is no longer a constitutional test of con- 
fiscation. What is? I am not dealing with 
it here as a legal question. The rule in 
Pennsylvania is still fair return upon fair 
value. But this rule states a maximum. I 
am seeking the minimum necessary for 
preservation of the utility at this stage. 
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Necessarily, it must be a subjective con- 
clusion and the point at which it ends can- 
not be accurately measured or found in 
precedent. Perhaps some hint of legisla- 
tive intent concerning it may be derived 
from § 310 of the Public Utility Law. 


HAT section grants to the commis- 

sion the power to prescribe tempo- 
rary rates during suspension periods. Per- 
haps the legislature meant to imply that 
below the stated minimum lies confisca- 
tion. It provides that, in proceedings 
involving rates, the commission, if of 
opinion that public interest so requires, 
may prescribe temporary rates and fixes 
a minimum therefore of “not less than 
5 per centum upon the original cost, less 
accrued depreciation, of the physical prop- 
erty (when first devoted to public use) 
of such public utility, used and useful in 
the public service...” 

Regardless of its significance or intent, 
at least up to that quantum of return the 
commissioner has a justifiable answer in 
the form of an expressed figure in the 
law for action in favor of a utility’s de- 
mands. But it is also the point of departure 
in a commissioner’s attitude of approach, 
for beyond this minimum lies the con- 
troversial area of fair return upon the 
fair value of the utility’s property de- 
voted to public use, where the conflict of 
consumer and utility interests is most 
bitterly waged. I believe that once he is 
beyond that line, the commissioner should 
move to the opposite table. 


The Mask of Opposing Counsel 


te is in the role sympathetic to the con- 
sumer that I believe the legislature in- 
tended its regulatory agency to be most 
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zealous and at its best. Figuratively speak- 
ing, the commissioner is at the cross- 
examiner’s table in the mask of opposing 
counsel. In taking the testimony of the 
utility’s witness under his clinical scrutiny, 
he will bear constantly in mind that the 
law places the burden of proof upon the 
company in cases of consumers’ com- 
plaints filed prior to the effective date of 
the proposed rate increase or in proceed- 
ings instituted by the commission; he 
must be intolerant of any lapse, error, or 
shortcoming in that record, for it has been 
made with the assistance and guidance of 
the best technical and legal staff that 
money can buy—consumers’ money in- 
cidentally, for they are expenses that may 
be recovered in the utility’s rates. He must 
avail himself of all investigative means 
the legislature has provided for him—his 
own technical and legal staffs, the re- 
quired annual reports, the filed tariffs, the 
reports of field inspections—all on behalf 
of the consumer. He must drive for the 
consumer the best equitable bargain he 
can as consideration for the rare privilege 
of monopoly granted to the utility. In 
these respects I believe that it is the intent 
of the legislature that he be entirely 
partisan and on the side of the ratepayer. 


_ this broad field our hypothetical com- 
missioner will not lack elbowroom. It 
ranges from the line of confiscation he has 
just left, as the minimum level of sound 
discretion, to a level at which rates would 
be unreasonably high. 

The Supreme Court of the United 
States has said there is a zone of reason- 
ableness between these two levels within 
which judgment is at large and within 
which a commission may properly set 
rates. In examining qualifications of ex- 
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perts, analyzing the completeness of their 
inquiry into operating costs, the accuracy 
of their methods of computation, and the 
soundness of their estimates, the commis- 
sioner will feel most keenly the presence 
of the consumer. An awareness of all 
these factors will guide him to the point 
within that zone of reasonableness where 
the rates will be set. 


The Mask of Advocate for the State 


HE record closed, the commissioner 

is urged in briefs and oral arguments 
for a determination of return from the 
lowest, argued by complainant’s counsel 
(in one instance to the point of admittedly 
certain bankruptcy of the utility) to the 
highest possible return, which is usually 
in the area of the proposed rates. To 
resolve this conflict the hypothetical com- 
missioner must be guided by the Public 


Utility Law and its interpretation by the 
courts. 


This is a so-called fair value state. The 
law requires the commission, when as- 
certaining and determining the fair value 
of utility property for rate-making pur- 
poses, to consider, among other measures 
of value, original cost and reproduction 
costs of the property, based upon fair 
average prices of materials, property, and 
labor. 

The relative weight to be given 
“original cost” and “reproduction cost” 
has been and is a matter of much con- 
troversy. Judge Kenworthey, in an article 
published in Pusitic Uticitres Fort- 
NIGHTLY, August 27, 1953, issue, saw 
little justification in the law for a com- 
mission’s giving any weight to original 
cost, and contended for a rate base in 
which dominant or almost exclusive con- 


sideration be given to reproduction costs. 
Of course, both the utilities and the con- 
sumers generally feel that they have been 
imposed upon by the commission. I might 
say that one of my predecessors in the 
chairmanship told me that he derived 
much pleasure and a sustaining confidence 
from the fact that his commission had 
managed to keep the criticism equally 
violent from both sides. 


I’ any event, the public, in order to keep 

rates as low as possible, in these times 
usually favors original cost. If the price 
level of any particular period were to re- 
verse itself, it is certain that the con- 
sumers and the utilities would change 
positions and argue just as vigorously for 
the opposite rate base. 

A commissioner must not be expected 
to select any particular measure of value 
or otherwise indicate the relative weight 
he gives to those in the record. The su- 
preme court of Pennsylvania emphasized 
the use of judgment in Ben Avon Bor- 
ough v. Ohio Valley Water Co. PUR- 
1918D 49, 260 Pa 289, 308, 103 Atl 744: 


The ascertainment of the fair value 
of the property, for rate-making pur- 
poses, is not a matter of formulas, but 
it is a matter which calls for the ex- 
ercise of a sound and reasonable judg- 
ment upon a proper consideration of all 
relevant facts. The commission is not 
bound to adopt any one method to the 
exclusion of all others. It may take into 
consideration various methods, and use 
its judgment as to the extent to which 
either shall be employed. . . . Much 
must be left to the sound discretion of 
the appraising body, the tribunal ap- 
pointed by law and informed by ex- 
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perience, for the discharge of these 
delicate and complex duties. 


Hers finally before him the entire 
record of the proceedings, and being 
aware of the limits placed upon his judg- 
ment and discretion by the statute and its 
interpretations by the appellate courts, to- 
gether with the extensions of those urged 
in the briefs, it is imperative for the com- 
missioner to pause at this juncture to 
identify himself in his proper role. He 
must not be too impressed by the legalistic 
atmosphere in which he moves or deluded 
by constant references to the quasi judicial 
nature of his office. He is still an adminis- 
trator of a legislative function; and the 
point in dispute most vitally concerns a 
party that is not even on the record; that 
is to say, the state of Pennsylvania. The 
commonwealth’s stake in the case is its 
prestige and comparable standing among 
other states in the quality and cost of pub- 
lic service. And, the mandate of the act of 
assembly shows that there are still others 
whose interests must be considered. 
The commission is expected to require 
every public utility to “furnish and main- 
tain adequate, efficient, safe, and reason- 
able service and facilities, and shall make 
all such repairs, changes, alterations, sub- 
stitutions, extensions, and improvements 
in or to such service and facilities as shall 
be necessary for the accommodation, con- 
venience, and safety of its patrons, em- 
ployees, and the public.” 


HE State is all of these. It is the rate- 
paying public and the public utility; 


it is its institutions, its corporations, its 
taxpayers, its men, women, and children 
for whose benefit the monopoly was 
created. Nor need these interests be neces- 
sarily hostile. As Chairman Kuykendall, 
of the Federal Power Commission, said in 
an address to a natural gas group in Hous- 
ton, Texas, 


. . . The interests of these two parties 
(buyer and seller) actually are not as 
conflicting as they may seem. Both are 
best served by rates which provide the 
seller with adequate, but not excessive 
income, and enable the buyer to obtain 
satisfactory service at reasonable but 
not exhorbitant rates. It is the task of a 
regulatory commission to try to find 
and maintain the balance which is re- 
quired. When this is done, the public 
interest is best served. 


In Conclusion 


ppaiate the allusion to the masks is 

somewhat labored. It might even be 
misconstrued, as his overlapping duties 
have often been misconstrued and criti- 
cized. The adornment of the actor means 
little. It is his performance that must meet 
the requirements of the script: that he 
administer his functions well and in con- 
formity with the desires of the legislature 
as expressed in the Public Utility Law, 
that he recognize equitable principles of 
its enforcement, and use the implements 
afforded him at the times and on behalf 
of the side which appears in his honest 
judgment to promote the general policy of 
sound public utility regulation. 
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Things Are Coming the 
Independents’ Way 


With postwar growth, Los Angeles boasts the largest 

non-Bell phone service in the country. But everywhere 

the independents are growing, modernizing. They now 

serve two-thirds of the U. S. area, with one-sixth of the 
telephones. 


By JAMES H. COLLINS* 


HE newspaper publisher was in- 
credulous. “You mean to say that 
the biggest independent phone com- 
pany in the United States is right around 
Los Angeles?” 
“One of the little-known facts about 
our town,” said the telephone man. 
“That’s certainly news to me. But you 
might know there was something of the 
kind ... Los Angeles . . . The next time 
anybody makes a crack about the Bell 
people owning everything around here, 
including my paper, I’m going to spring 
that!” 


*Professional writer, resident in Hollywood, 
California. See, also, “Pages with the Editors.” 
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If Juan Cabrillo sailed in from the Pa- 
cific today, after 400 years, he would 
hardly find a bit of Bell territory for a 
landing. 


| onan Long Beach, and south of it, and 

far up the coast above Santa Bar- 
bara, the General Telephone Company of 
California serves more than 4,000 square 
miles of country, some of it inland among 
the orange groves. Larger than Rhode 
Island and Delaware together, with 1,- 
600,000 people. At year’s end the com- 
pany had 573,337 out of California’s 
4,600,000 phones, more than 6,000 em- 
ployees, equipment better than 98 per cent 
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dial, and is this year observing its twenty- 
fifth corporate anniversary. 

California is third among the states in 
non-Bell telephones—706,100 at the end 
of 1952—exceeded only by Ohio, 981,400, 
and Connecticut, 858,200. 

Little-known fact: About one in six of 
this country’s 50,000,000 phones is non- 
Bell, though practically all are connected 
with the Bell system. 


a have come to the independ- 

ents, too, with the state’s war-sparked 
growth, plus inflation. Some of the prob- 
lems are peculiar to the business. 

For example, most of the 60 to 80 non- 
Bell companies in California are small, 
having under 100 phones, some only two 
or three dozen. The average over the U. S. 
is less than 2,000 phones per independent 
company. 

Picture a rural phone company with 
fifty subscribers, and a plant valued at 
$5,000. It may have been started years 
ago by the local doctor, as a necessity in 
his practice, and is still an individual small 
business—may belong to a woman who 
owns, manages, and with her family per- 
forms most of the operating duties. Its 
lines reach out five or ten miles, and are 
magneto party lines. 

California has about 650,000 independ- 
ent phones in its two largest systems, 
General and California Water & Tele- 
phone with 68,000. The rest are small 
companies. 

Inflation and the temper of the times 
are forcing modernization on such a small 
company. Dial equipment is necessary to 
reduce operating costs, lighten the op- 
erating burden, and meet subscribers’ de- 
mands for up-to-date service. 

Conversion to dial will cost around 
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$10,000, for the equipment, and the re- 
placement of the leaky lines that have 
served well for years, but are inadequate 
for a dial system. 

What to use for money? 

This enterprise is regulated by the state 
utilities commission, and might apply for 
higher rates. But no increase in rates 
could provide the new capital needed. 

The owner might go to the banks or 
insurance companies, as large utility com- 
panies do, but loans are not obtainable 
there—in fact, are illegal for those sup- 
pliers. 

Sell stock to present shareholders? 
There are none. 

Raise money in the neighborhood? 
Least feasible of all. 

The little company may be carried for 
five years or more by the equipment manu- 
facturer who sells the new plant. He will 
transfer its paper to some lending institu- 
tion that accepts it on his credit. In some 
cases, California banks have made such 
arrangements for financing the small com- 
panies. But it is a weary hunt, comparable 
to renewing the third mortgage on the old 
homestead. The financial fellows with ma- 
jor utility companies, coming back from 
the money marts discouraged, might well 
reflect, ““Suppose I owned a little inde- 
pendent telephone company!” 


enapa TELEPHONE is in the majors, 
with its $137,000,000 capitalization 
at the end of last year, and since war’s 
end has had to have plenty of what it 
takes, as the figures in the table on page 
185 will show. 

For money, the company sells its bonds 
and preferred stock in the investment mar- 
ket, and all its common stock to the Gen- 
eral Telephone Corporation, New York, 
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which in turn sells its own common stock. 
In 1951, General of California’s capital 
ratios were bonds 51 per cent, preferred 
24 per cent, common 25 per cent. 

Mother hen for the largest group of 
independents is the General Telephone 
System—16 subsidiary companies operat- 
ing in 21 states, with 1,680,000 phones, 
around 22,000 employees. It manufactures 
equipment, publishes directories, assists in 
financing, and last year started national 
and local advertising for the system. 

Little-known facts for the American 
citizen who, in the burgeoning growth of 
his country, has always something more 
to learn about it. 

More important than money for the 
California company has been the charac- 
ter of its postwar growth. It can be com- 
pared to the country boy who goes to the 
city and gets a job, with strange and sur- 
prising adventures. 

Properly, an independent phone com- 
pany should have been born in a log cabin, 
as this one was. The present corporation 
was a consolidation of six outlying inde- 
pendents, in 1929, centering in Long 
Beach. It has since absorbed numerous 
other independents round about Los An- 
geles, in farming and suburban areas. 


 eaprammagpean fact about the non-Bell 
phone industry is that, in area, it 
serves more square miles than Bell, about 


Total capitalization 
Plant investment 
Operating revenues 
General taxes 
Federal income taxes 


Company-owned phones 
Number of employees 
Shareholders 


two-thirds of the United States, with more 
phones than there are in Great Britain and 
France combined. Bell just has the square 
miles with the most people. 

Back in history, while Alexander Gra- 
ham Bell’s patents were still valid, Bell 
naturally developed service in the cities, 
where the best customers lived. But there 
were only about 270,000 phones in the 
U. S. when the patents expired. 


HERE was a scramble then, in 1894. 

Independent companies sprang up in 
towns and villages, often promoted by the 
local doctor, or a leading citizen, or a grouy: 
of farmers, sometimes using barbed wire 
fence for lines. Independents also appeared 
in many cities. Equipment manufacturers 
got into the business of supplying these 
independents. There was hot competition, 
and duplication of service, and even some 
sabotage, until Uncle Sam said, “Here— 
behave!”’ and in 1913 a document known 
as the “Kingsbury Commitment” spread 
oil on the troubled waters. Bell’s vice presi- 
dent, N. C. Kingsbury, wrote a letter to 
the Attorney General at Washington, 
stating that it would not buy up inde- 
pendents, and would provide toll service 
for non-Bell companies. In 1922 another 
document, the “Hall Memorandum,” was 
written by Bell Vice President E. K. Hall, 
to the United States Independent Tele- 
phone Association, defining Bell policy in 


1944 1953 
$23,729,000 $137,154,000 
29,532,000 162,985,000 
8,430,000 47,520,000 
53,000 4,637,000 
2,071,000 6,226,000 


573,337 

6,029 

15,487 
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cases where independent companies came 
into the market. 


ND so, for nearly forty years, there has 

been peaceful growth based on these 

two documents, which are maybe not even 

gentlemen’s agreements, but just the prom- 

ise by Bell that it will behave—which it 

has, scrupulously, even leaning backward 
in particular cases. 

But peace was also imposed by growth. 
The non-Bell companies needed Bell toll 
connections—and vice versa. The scramble 
for territory changed into constructive 
selling to get subscribers. Territories in 
which two companies battled for custom- 
ers disappeared, and there are none today. 
Both interests benefited- by researches, 
though perhaps this is a touchy point— 
independents maintain that they developed 
the dial phone, the first step-by-step sys- 
tem, the handset phone, and selective ring- 
ing on party lines. They purchase most 
of their equipment from non-Bell manu- 
facturers. 

General of California had a log cabin 
ancestry in hundreds of local phone enter- 
prises, sprouted in the farming towns and 
villages of southern California, as well as 
outlying cities like Long Beach, when they 
were towns. It would not be possible to 
trace the innumerable consolidations, 
bankrupt sales, and co-operative manage- 
ments that went into the six non-Bell com- 
panies that, twenty-five years ago, were 
merged as the Associated Telephone Com- 
pany, which two years ago became Gen- 
eral. 

The country boy, in this case, did not 
go to the city. 

The city has come out to him, and there- 
by created some of the curious postwar 
situations in General’s expansion. 
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Into the quiet orange groves some morn- 
ing there come bulldozers, clearing the 
site for a factory, either one that is mov- 
ing out from the Los Angeles east side, or 
an eastern corporation’s Pacific branch. 
The factory workers are coming here to 
live, so houses are built as well. The new 
plant may be opened in a few months, and 
the employees settled in their new homes. 

But it will take about eighteen months 
for the telephone company to provide 
service. 

What type of service will these newcom- 
ers want? At what hours of the day will 
the traffic peaks develop? What will be 
the average length of connections? How 
much toll service will be required ? Where 
shall the exchange be located, if one is 
needed, instead of channeling the traffic 
to an existing exchange? Between two ex- 
change sites there may be a difference of 
$10,000 in price, but the more expensive 
site may be the cheapest when it comes 
to running cables. 

Because the service has to be tailored to 
fit, and the equipment ordered months 
ahead, it imposes a lag of a year and a half 
before the newcomers can have phones. 


Fe many years large tracts of land 

north of Long Beach were held for 
farming. Suddenly, after the war, some 
seven square miles of it were sold for resi- 
dential development. At the rubbing of the 
southern California model of the magic 
lamp, the new community of Lakewood 
sprang up, with an enormous shopping 
center, miles of streets, thousands of 
homes, utility companies treading on one 
another’s heels to provide services. Lake- 
wood even has its own suburbs, and re- 
cently they all voted to incorporate as a 
city, sixteenth in California in population, 
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Raising “Independent” Capital 


near of independent facilities has 

to be financed largely by new capital, 
as regulation makes it hard to finance from 
accumulated earnings. There is not the mar- 
gin that exists in unregulated business for 
building a surplus for plant expansion. So, the 
independents go into the money market, selling 
their securities to private lending institutions, 
and their standing there ts good; they obtain 
growth capital at satisfactory rates, and their 
bonds and stocks are considered prime invest- 





ments.” 





57,000 people, shouldering Stockton in the 
population line. Such a community wants 
telephone service on the magic lamp prin- 
ciple, and the most modern kind. But it 
is just one example of “Before” and 
“After” that General Telephone has re- 
corded in photos, the first showing fields 
with highways running through, and the 
second those fields covered with homes; 
time elapsed, maybe two years. 


HE non-Bell industry expects national 
changes of the same kind, as the cities 
spread out into the suburbs and the coun- 
try. Rising real estate values, traffic and 
transportation problems in the cities, the 
moving of factories to distant towns, even 
into the fields, defense shifts and similar 
transformations, are going on in the 
American scene and bringing changes in 
telephone service. 
During the past ten years, independent 
phones have tripled in number, plant in- 





vestment has risen from $500,000,000 to 
$1.4 billion, gross operating revenues from 
$125,000,000 to $400,000,000. 

“Paradoxically, while earnings have 
steadily increased,” says an article in the 
International Review, magazine of the In- 
ternational Telephone & Telegraph Cor- 
poration, overseas company in independent 
activities, “the number of independent 
companies has been getting progressively 
smaller each year. One reason for this is 
that, as rural areas develop, more and more 
of the independent operations are becom- 
ing too much for the small, family-type 
companies to handle, with the result that 
consolidations among the smaller inde- 
pendents have grown sharply during re- 
cent years.” 


Sez mergers might be thought to offer 

opportunities to the Bell system, to 
absorb independents—and that is some- 
thing Bell is sensitive about. 
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“Is the Bell system absorbing more of 
these independent companies?” was one 
question asked of Cleo F. Craig, president 
of the American Telephone and Telegraph 
Company, in a recent interview for the 
U. S. News & World Report. 

“Very few,” he replied. “The total num- 
ber of companies is going down. Some- 
times some of the smaller ones get into 
financial difficulties and they sell out. Gen- 
erally they are taken over by some other 
independent company.” 

Bell strictly follows the policy defined 
in the Hall memo in 1922, not to purchase 
or consolidate with connecting or dupli- 
cating companies, except in special cases 
—for the convenience of the public as ex- 
pressed by local sentiment or state authori- 
ties, or for the protection of the general 
public service, or its own property. Such 
exceptional cases have to be proved. 

The fact is, that the time has gone past 
for rivalry in getting territory, because 
both great sectors of what has been called 
“the all-American telephone team” have 
since the war been busy providing service 
to reduce their backlogs of held orders. 
Bell, since the war, has put about 2,250,- 
000 phones into rural areas where it had 
about a million at war’s end. Its rural gains 
are greater than those over the nation gen- 
erally, and growth is still at the rate of 
about 250,000 phones a year. 


| pelea of independent facilities has 
to be financed largely by new capital, 
as regulation makes it hard to finance from 
accumulated earnings. There is not the 
margin that exists in unregulated business 
for building a surplus for plant expansion. 

So, the independents go into the money 
market, selling their securities to private 
lending institutions, and their standing 
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there is good; they obtain growth capital 
at satisfactory rates, and their bonds and 
stocks are considered prime investments. 

It is true among these companies, too, 
that modernization with automatic equip- 
ment has never caused the loss of a tele- 
phone job. Since 1944 the 16 companies 
making up the General Telephone Corpo- 
ration have increased the number of their 
employees from 7,370 to 21,716 in 1953, 
and General of California has added an 
average of 500 yearly during the same 
period. 

“Every hundred phones provide a job, 
or in effect support a family,” is the way 
it is put by Edwin M. Blakeslee, president 
of that company. Its present ratio is around 
95 phones per employee. 

And though busy building plant to sup- 
ply phone service to new people, he main- 
tains that General’s postwar growth has 
been normal—when California population 
and industry are compared by decades, the 
ratios are about the same. 

Mr. Blakeslee’s career happily illus- 
trates the working harmony between Bell 
and independents. His first job on leaving 
Stanford was as a Bell engineer, in San 
Francisco. From there, in 1923, he went 
to the California Railroad Commission as 
an engineer investigating service, rates, 
and property valuations. In 1929, he joined 
the newly organized Independent Asso- 
ciated Telephone Company, Ltd., in Los 
Angeles, now General of California. He 
has been active in independent telephone 
associations, and for fifteen years was 
chairman of the committee that conducted 
negotiations with Bell on division of toll 
revenues. 


Fest call from Santa Monica to Tampa 
goes over lines of five different com- 
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panies. It originates with General of Cali- 
fornia (independent) but Pacific Tele- 
phone (Bell) operates the toll service in 
the Santa Monica exchange. Going to Los 
Angeles, it is switched to Yuma, taken 
by AT&T (Bell) to Atlanta, goes over 
Southern Bell lines to Tampa, and is com- 
pleted by the Peninsular Telephone Com- 
pany (independent). 

How much each company is to receive 
out of the total toll charge is a nice piece 
of calculation. It is determined on each 
company’s investment in plant, and asso- 
ciated expenses. Toll revenues are rela- 
tively low, and the daily traffic enormous, 
so traffic flow studies are made from time 
to time, and revenues allocated. 

Nice points arise, almost theological. 
Who pays for the postage stamp on the 
bill? Only three cents, but on toll volume 
it runs into money. “How many angels 
could stand on the point of a needle?” 


~ in its fifty-seventh year, the 
United States Independent Tele- 
phone Association represents upwards of 
5,300 companies, in 34 states that have 
their own state associations. Independents 
operate in every state in the Union. At the 
end of 1952, 69 of these companies repre- 
sented in the national association were 
each doing better than a million dollars 
gross yearly, serving 3,849,459 phones 
from 3,164 central exchanges. Cities over 
50,000 population having independent 


service, ranged by population, are : Roches- 
ter, Long Beach, Fort Wayne, Erie, 
Tampa, Lincoln, Harrisburg, Santa Mon- 
ica, San Bernardino, York, Lexington, 
and Lima; Honolulu and San Juan, Puerto 
Rico, are also served by independent com- 
panies. While national toll traffic goes 
mainly over Bell circuits, many independ- 
ents themselves own and operate large 
mileages of toll lines, mostly regional, but 
interconnected, and Bell uses and needs 
them. 

It was a Bell man who dubbed these two 
great groups as the “all-American” team, 
and teamwork covers virtually every phase 
of the business. Research information is 
exchanged, and engineers from both 
groups meet in technical gatherings where 
once, in pioneer days, “secrets” were 
jealously guarded. Where there are advan- 
tages in patents, arrangements are made 
for working together. When service is dis- 
rupted, the men and materials of each 
group are sent in to help the other restore 
service. 


Se maintain service of such quality that 
the individual customer, picking up a 
phone anywhere, can promptly reach any- 
body else anywhere is the goal. He does 
not know that he is served by two former 
gun-toting rivals who, in the frontier days 
of telephony, shot it out. 
Here, at least, an American frontier is 
gone. 





wl B merchants of pessimism [took the] unfavorable fac- 
tors which do unquestionably exist in the economy, and 
they have overstated and overemphasized them to the exclusion 
of the countless favorable factors which also exist.” 
—JosePH W. MarrIN, Jr. 
Speaker, U. S. House of 
Representatives. 
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Postwar Awareness of Inadequate 
Wiring 


The idea persists among residential customers that the same old 

wiring, some of it installed a generation ago, can continue without 

much change to carry the actual load, even though the average load 

doubles every ten years or better. This situation is not only 

uneconomic, but downright dangerous. Hence the steps being taken 

to allow the electric utility to take advantage of its rendering ade- 
quate and satisfactory service. 


By HOWARD J. CARSWELL* 


HE phenomenal uptrend in use of 
electricity suffers an obvious con- 
comitant. It is that wiring has quick- 

ly become obsolete for modern living with 
electricity. The electric utility executive 
today is more concerned with saturation 
usage of wiring than he is about any 
saturation as to appliances. By and large 
our family dwellings are inadequately 
wired, and even the new postwar construc- 
tions evince lack of foresight with respect 
* Manager, publicity department, Guaranty Trust 


Company of New York. For additional personal 
note, see “Pages with the Editors.” 
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to wiring. As the cumulative situation 
evolved it has, like a rolling snowball, 
gathered a staggering size. 

Awareness of the situation has been 
piqued by the popular demand for room 
air conditioners. Of the many thousands 
of these purchased in 1953, many had to be 
turned back to dealers because the existing 
wiring could not stand their load. Other 
sales failed to occur because wiring inade- 
quacy was apparent before the sale was 
made. 

Since the inadequacy of wiring is ob- 
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vious, then what is “news” about it? Why 
is it timely today? 

Because the awareness is here and the 
industry is becoming aroused. Although 
the situation will worsen before it gets bet- 
ter, the beginnings are under way at the 
community level for doing something 
about it. The initial phase is organizing 
co-operatively by the electric utility, the 
appliance trade, the home builder, archi- 
tect, electrical contractor, commercial 
banker, and mortgage lender. The Na- 
tional Adequate Wiring Bureau in New 
York city observes with surprised satis- 
faction that the realization of the inade- 
quacy of wiring is catching on and spread- 
ing fast. 

Campaigns are going in Cincinnati, 
Peoria, Omaha, Phoenix, Chicago, New 
York, Rochester, Baltimore, Portland 
(Oregon), and elsewhere. By the time 
you read this, additional communities 
may have started theirs. And the ob- 
jective is a moving objective. 


HE housewife, home owner, and the 

landlord must be taught the simple 
facts about electrical living ; that to acquire 
the newer high-wattage appliances as 
clothes dryers, dish washers, TV sets, 
broilers, and air conditioners, requires an 
adequacy of service wiring, branch cir- 
cuits, and outlets. The family must learn 
that it can only use as much electricity as 
the wiring can stand. The general problem 
is one of additional wiring, some rewiring, 
and more inside branch circuits. Most 
common defect is undersized wiring. 

In retrospect it is easy to see how this 
situation evolved. Today the prewar house 
is obsolete or incomplete as to wiring, be- 
cause the pervasive spread of uses for elec- 
tricity in home and office was not foreseen. 
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The average house was built with wiring 
mainly for low-level lighting and just a 
few appliances. During World War II 
copper had to be conserved in new con- 
structions. A surprising thing is that in 
erecting the new postwar buildings the 
merchant builder too often “saved” on 
wiring to keep down costs. High postwar 
building activity has kept busy the elec- 
trical contractor, but the time will come 
when he becomes more “hungry” for wir- 
ing modernization jobs because they will 
become more attractive to him. 

The newer high-wattage appliances are 
not the only ones which contribute to the 
wiring problem. A tremendous number of 
people are already using numerous house- 
wares, and too often at the same time— 
such as toasters, kitchen radios, kitchen 
fans, coffee makers, etc. 

Actually there are and have been sepa- 
rate wiring problems in existence. The 
first is to get the proper wiring in the new 
home constructions, and in this respect the 
Certified Adequate Wiring Program, un- 
der auspices of the National Adequate 
Wiring Bureau, has had much success. 
Now that the postwar building boom 
shows indications of tapering off, the new- 
coming program is to go after existing 
dwellings. Families living in older homes 
have purchased appliances as rapidly as 
those in the new and better-wired homes. 

Of course, the market potentiality for 
modernization of wiring is foremost in 
existing homes. 


r 1930 there were 19 appliances in com- 

mon usage, the load builders being re- 
frigerators, ranges, and water heaters. In 
1940 there were 36 different appliances, 
and in 1953 the number had grown to 54 
of the common sort. Altogether there are 
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more than a hundred appliances or devices 
the householder can use. 

In 1930 the average home consumption 
was 547 kilowatt-hours. In 1940 it was 
934 kilowatt-hours; in 1949 the figure was 
1,643 kilowatt-hours; and in 1953 it was 
2,330 kilowatt-hours. Significantly, the 
newcomers are such high-wattage special- 
ty appliances as deep-fat fryers, broilers, 
laundry dryers, and room coolers. Today 
the trend is toward the “open” kitchen 
with separate oven, cooking platform, 
table cooking, and specialty appliances. In 
a few brief years television has come into 
millions of homes, and it is in point that 
color TV may double or more the energy 
consumption per hour over black and 
white. 


& oversimplifies to say that the problem 

has two prime phases—existing struc- 
tures and the new constructions. Even 
many new houses and multitenanted apart- 
ment buildings do not provide adequacy, 
current or prospective. Today, as in the 
past, too much reliance has been placed 
upon various electrical codes, nationally 
and municipally, as the primary basis for 
residential wiring design. Electrical codes, 
properly enforced, guarantee a safe in- 
stallation, but not a wiring system that is 
adequate, efficient, or convenient. The lat- 
ter are separate considerations which 
should enter into the design, but to which 
the compulsory force of local ordinances 


q 


= 


cannot be applied without weakening the 
entire code structure. 

It will be a slow, tough undertaking to 
have quality and sufficient wiring built into 
the new constructions, and it is a great 
publicity challenge to educate public con- 
sciousness of the prevailing inadequacy of 
wiring. 


HE National Association of Home 

Builders has a voluntary standard on 
electric service entrance capacity which, 
if followed widely, will give the house- 
holder 100-ampere capacity in lieu of the 
generally found 30- to 60-ampere capacity. 
In the builders’ viewpoint, failure of gov- 
ernment lending agencies to place proper 
appraisal value on home wiring that ex- 
ceeds minimum standards has been a bar- 
rier to getting electrical adequacy into 
much new housing. 

The promotional scope for more and 
better wiring should be broader than for 
private homes. Especially in the cities, the 
multitenanted apartment represents a sub- 
stantial potentiality. 

Consolidated Edison Company of New 
York attacks the inadequate wiring prob- 
lem on a much broader scale than the one- 
family dwellings which dominated the pio- 
neering work of the National Adequate 
Wiring Bureau. Its scope includes office 
buildings, factories, and the big apartment 
developments characteristic of urban life. 
Con Edison has 854,000 private houses in 


“THE initial phase of combating inadequate wiring is one of 
co-operative organization among all concerned with electricity. 
They include the electric utility, architect, home builder, elec- 


trical contractor, appliance maker and seller, bank lender, 
mortgage lender, publicist, and advertiser. Then follows the 
campaign beamed to housewife, home owner, and landlord 
with the simple facts about wiring.” 
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its service area, yet 74 per cent of its fam- 
ily customers live in multitenanted apart- 
ment structures. 

A company survey based on one per cent 
samplings in each small geographic area 
showed a cross-sectional finding that 78 
per cent have wiring which is inadequate 
for electrical equipment now owned, with- 
out reference to the future. When queried 
as to what appliances were wanted, 42 per 
cent replied that what they desired next 
were one or more of the high-wattage 
users as the frozen food chest, air condi- 
tioner, automatic clothes washer, etc. An 
indicated 88 per cent depended on wiring 
which could not accommodate the new ap- 
pliances they wanted. 

When asked why they had not bought 
the appliances wanted, the reasons for not 
making the purchases were (1) cost and 
(2) inadequate wiring. Only an insignifi- 
cant portion said that cost of the electricity 
itself deterred their purchasing. 


hen electric utility’s responsibility for 
wiring ends, of course, at the service 
entrance. Therefore the community rela- 
tions problem is paramount because of that 
basic obligation to furnish electrical en- 
ergy to all who apply. When service is ex- 
tended into a new area, the profitableness 
is prone to be submarginal for some years 
until the new area’s load is built up to sup- 
port steady earnings. So the company looks 
to increasing its revenues from old or ex- 
isting dwellings. Customer service costs 
are relatively fixed per customer, so that 
more energy furnished to existing cus- 
tomers usually provides the better profit 
ratio. 
Service calls resulting from blown 
fuses, defective and insufficient wiring are 
a costly and practical consideration. Thus 


a real benefit from promoting better wir- 
ing would come from reducing service 


calls. 


Ee Epison ComPaAny has 

analyzed the status of Chicago resi- 
dential wiring and finds these general de- 
ficiencies : 


1. Inadequate service entrance wiring 
generally in the form of 2-wire 120-volt 
service which is insufficient for cooking, 
water heating, laundry, or heating/cool- 
ing equipment now in popular demand. 
Also an inadequate 3-wire 120/240- 
volt service which is already loaded or 
above its rated capacity. 

2. The main distribution panel was 
found to be generally inadequate, with 
no spare circuit positions. Since replace- 
ments are expensive or difficult, the al- 
ternative is an illegal and dangerous 
doubling up of circuits. 

3. Not enough circuits. It used to be 
that two general-purpose circuits would 
suffice for a residence, but modern elec- 
tric use tendencies indicate the need for 
as many as from 12 to 30 or more cir- 
cuits of various types per dwelling. 
Sound engineering favors a practical 
abandonment of the “general-purpose 
circuit” principle for the total load to 
be served. 

4, Wire sizes are too small in all serv- 
ices, mains, and circuits for delivery of 
full voltage to point of use. This con- 
dition is almost universal in multiple 
dwelling unit structures. 

5. Not enough, or improperly placed, 
convenience outlets and switches. Not 
enough convenience outlets usually 
means improper and unsafe use of ex- 
tension cords. 
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“THIS IRON MUST HAVE A SHORT IN IT! EVERY TIME I PLUG IT 
IN, A FUSE BLOWS OUT.” 


_ in the very big cities, dwelling 
structures are generally for the single 
family, two family, three family, four to 
six families, and row houses. The solution 
here could be packaged to suit the com- 
munity and its local inadequate wiring 
situation. 

The utility company, the appliance 
dealer, contractor, and money lender can 
co-operate in selling the idea of installing 
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wiring that is modernly adequate. This in- 
volves a lot of advertising, publicity, mer- 
chandising literature, personal solicita- 
tions, prize-winning contests, etc. Consoli- 
dated Edison in New York uses its new 
20-minute sound movie, “The Magic 
Link,” which dramatizes the problem. 
Financing should be made convenient, 
with interest rates and repayments that 
are inviting. Home owners and landlords 





POSTWAR AWARENESS OF INADEQUATE WIRING 


come under FHA Title I on home im- 
provement financing. The open-end mort- 
gage figures opportunely in financing the 
modernization of wiring. The house wir- 
ing plan of General Electric Credit Cor- 
poration provides for the financing of com- 
plete wiring jobs by 20 per cent down pay- 
ment and twenty-four months to repay in 
full. Reasonable installation costs may be 
included in the contract covering sale of 
ranges, dish washers, dryers, and room 
coolers. 

The GECC property improvement 
plan covers installations of domestic heat- 
ing, air conditioning, and electric kitchens. 

Utility companies are inexperienced in 
financing home improvements, and many 
believe they do not belong in the instal- 
ment financing field. However, the aggres- 
sive action of Cincinnati Gas & Electric 
Company has been receiving wide atten- 
tion and may signalize a turning point in 
the counterattack. It has a pay-as-you-go 
basis wherein the electric customer repays 
by instalments on his monthly electric bill. 
In essence, the customer negotiates a deal 
with the electrical contractor, giving him 
his promissory note. The contractor en- 
dorses without recourse the promissory 
note over to Cincinnati Gas & Electric. 
The electric customer consents to this, of 
course, and agrees to pay his monthly in- 
stalments as a part of his monthly bill. 
The monthly minimum payment is $2. In- 
terest charged is the standard FHA rate. 
Obviously, the credit rating of the home 
owner is basic. The plan is being extended 
to commercial applications. 


n the Cincinnati service area over 40 
per cent of the 250,000 residences have 
2-wire service. Although the remaining 
60 per cent have 3-wire service, in many 


cases the sizes of the wires are not large 
enough for today’s requirements. 


Fr Peoria the Central Illinois Light Com- 
pany does likewise pursuant to its 
“Ad-A-Wire” campaign. The company 
handles the financing without outside aid 
at standard FHA rates. In Peoria and 
Tazewell counties probably 42,000 out of 
78,000 homes now need a renovation of 
wiring, costing over $9,000,000 in work 
and materials and perhaps $43,000,000 in 
sales of appliances over the next five years 
or so. 

Of course, commercial banks foresee a 
good potentiality for home improvement 
loans. “We are co-operating fully with 
dealers and expect to generate our share 
of the business,” reports George M. 
Wasem, vice president of the Commercial 
National Bank of Peoria. “Obviously, it 
is a long-range plan. Central Illinois Light 
Company has done an excellent job over 
the years on new homes and the emphasis 
now is toward the owners of the older 
residence.” 

In Phoenix the Arizona Public Service 
Company campaigns with a plan aimed at 
the appliance dealer and electrical contrac- 
tor by arranging financing up to $200 for 
wiring changes requisite for an appliance 
installation. It takes over the promissory 
note to the contractor, but bills its cus- 
tomer separately so the repayments on the 
borrowing do not make the regular elec- 
tricity bill look swollen. 


— GENERAL ELECTRIC COMPANY 

in Oregon has its plan through which 
contractors can use amounts up to $350 
at FHA rates, with no down payment, for 
customers of the company and of the con- 
tractor. Monthly payments run from 
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twelve to thirty-six months. The company 
finds the response to the wiring financing 
program is stirring interest, and the pub- 
lic of Portland is actually forcing dealers 
and electrical contractors to “get into the 
act.” There is every indication the pro- 
gram will grow as time goes on. 

Similarly in Omaha, where they are 
conscious of the problem. “We are em- 
barked on another program which as time 
goes on will be the biggest wiring mar- 
ket,” writes Don E. Rosenthal, managing 
director of the Nebraska-Iowa Electrical 
Council. “We asked the eight Omaha 
banks to co-operate in providing FHA 
Title I loans for wiring modernization. 
They will accept the loans as long as the 
minimum repayment is at least $5 per 
month. After ten weeks we have records 
on 172 jobs totaling $39,000 worth of re- 
wiring business. It has been a good pro- 
gram and is continuing.” 


HE adequate wiring bureau of Roches- 

ter Gas & Electric Corporation has 
dealt primarily with new homes thus far. 
New building continues active, with elec- 
tricians being kept busy. However, a 
marked improvement is reported in the 
wiring of new houses. “Most of the work 
on existing homes is in the contemplative 
stage and yet to be implemented,” reports 
Schuyler F. Baldwin, director of public 


q 


& 


relations for Rochester Gas & Electric. 
“We still have a rocky road ahead of us, 
even though the way has been charted and 
the bumps in the highway located.” 


[ ee Gas Etectric Licut & 
PowEr Company of Baltimore is 
much interested in better wiring, and for 
many years its lighting service department 
has been making wiring layouts for cus- 
tomers. The company has its “Certified 
Wiring” program covering minimum re- 
quirements. Plans laid out for architects 
and builders are marked, “Certified Wiring 
by the Gas & Electric Company” when 
such plans meet specifications. The organ- 
ization has what is called a “Builders 
Group” of men who contact builders in 
the Baltimore area. These men carry the 
story of better wiring to builders and ob- 
tain plans so the company can make a good 
wiring layout. Thus the new homes are be- 
ing better wired. 

Specific mentions are not made for in- 
vidious comparisons. The point is that in 
midyear 1954 the campaigning against in- 
adequate wiring is flaring up and getting 
busy here and there. It has been outlined 
by competent authority that we have in 
this country 24,000,000 homes that are 
thirty years old, having undersized, in- 
sufficient wiring for 1954 living standards. 
Two-wire service will not accommodate 


“THE phenomenal uptrend in use of electricity suffers an ob- 
vious concomitant. It is that wiring has quickly become obso- 
lete for modern living with electricity. The electric utility 


executive today is more concerned with saturation usage of 
wiring than he is about any saturation as to appliances. By 
and large our family dwellings are inadequately wired, and 
even the new postwar constructions evince lack of foresight 


with respect to wiring.” 
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air conditioning, ranges, dryers, freezers, 
workshops, and new appliances to come. 
Ten years hence the nation may be ex- 
pected to have 21,000,000 more people, 
6,000,000 more families, and 25 cities as 
big as San Francisco or St. Louis. Mil- 
lions of new homes will be built, creating 
many thousands of opportunities for sales 
of appliances and lighting. 


HE room air-conditioning industry 

thinks it can have a fivefold growth in 
sales by 1960, but this is “iffy” on account 
of wiring. Among other growth appli- 
ances are fans, bed coverings, home heat- 
ing, television, and specialty ones based 
on heat use. Color television may double 
or more the energy used per hour than for 
the black and white. The home entertain- 
ment load is expected to double or more. 
That is—if the wiring will take them. 
Mention is made of the so-called heat pump 
for year-around indoor climate control. A 


General Electric Company spokesman 
foresees the electrical incinerator, a TV 
screen that can be hung on the wall like 
a picture, an electric device for thawing 
frozen foods. 


HE initial phase of combating inade- 

quate wiring is one of co-operative or- 
ganization among all concerned with elec- 
tricity. They include the electric utility, 
architect, home builder, electrical contrac- 
tor, appliance maker and seller, bank lend- 
er, mortgage lender, publicist, and adver- 
tiser. 

Then follows the campaign beamed 
to housewife, home owner, and landlord 
with the simple facts about wiring. The 
landlords prefer a satisfied tenant and a 
satisfied tenant wants enough wiring to 
support his electricity needs. 

The hopeful and newsworthy trend to- 
day is the awareness of the problem. In 
this respect, 1954 is an eventful year. 





The Goal of the Public Power Advocates 


coy at is the real objective of the proponents of public 
power? They know full well that electric service, includ- 


ing the taxes which are in our electric bills, accounts for only one 
per cent of the cost of living. They know full well that our electric 
bills account for less than .6 of one per cent of the total value of 
all manufactured products. Where in all the history of mankind 
can one find a service so vital to the very existence of a great na- 
tion at so small a cost? These things they know. And they also 
know full well that no government-managed enterprise can honestly 
compete with the investor-owned industry, but must be propped 
up by subsidies from the tax-paying citizens. What is it then that 
motivates the public power proponents in their endless and costly 
economic planning? It is perfectly clear that they are motivated 
by a totally un-American political philosophy. The socialized state 
is their ultimate aim. Their subtle invasions of, and direct attacks 
on, American institutions have not ceased; and we must continue 
fulfilling our obligations to bring the facts concerning our business 
responsibilities before the American people.” 


—HAaro_p Quinton, 
President, Edison Electric Institute. 
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Rate Base Trends 


HE rate base standard for the fixing of 

rates for a public utility is, presently, 
under attack, which is nothing unusual, but 
the attack appears to be gaining ground in 
some quarters, which is, somewhat, unusual 
when viewed in the light of unmistakable 
legal history. 

The fundamental rule applicable to public 
utility regulation is that a public utility is 
entitled to an opportunity to earn a reason- 
able return upon the property which it rea- 
onably has devoted to the public use. The 
federal Constitution guarantees this. 

How, may it be asked, can it be known the 
property which is so devoted to the public 
use, unless the same be aggregated into a 
rate base? Whether the cost principle or the 
fair value principle be employed, is immate- 
rial for the purpose of the instant inquiry. 
Under either principle, a rate base must be 
used. 

History reveals that the rate base standard 
has received the approval of the Supreme 
Court of the United States as well as all other 
federal and state courts. Historically, it has 
been the standard. Ever since Smyth v. 
Ames (1898), this has been true. 

Unless a federal or state statute provides 
to the contrary, it must be presumed that all 
regulatory statutes impliedly included within 
them this fundamental rule laid down by the 
Supreme Court of the United States in 1898. 
Such is the accepted rule of statutory con- 
struction. Surely, no one would contend that 
any regulatory statute, federal or state, law- 
fully could prescribe a standard so contrary 
to the rule laid down by that court as to de- 
prive a public utility of an opportunity to 
earn a reasonable return upon the property it 
reasonably has devoted to the public use. 


IX light of these historical and fundamental 
rules, we ask the question: What lawfully 
can be substituted for a rate base? 

The often misinterpreted language con- 
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tained in the Hope Natural Gas Company 
decision [(1944) 51 PUR NS 193] and 
many prior decisions of the Supreme Court 
of the United States to the effect that a rate- 
fixing body is not restricted to any particular 
formula in prescribing reasonable rates does 
not mean that such bodies are freed from 
constitutional restraints and may dispense 
with those standards whereby the reasonable- 
ness of their action, necessarily, must be 
judged. If a reasonable rate of return can be 
prescribed without testing such reasonable- 
ness by the standard of the property of the 
utility reasonably devoted to the public use, 
then it is submitted that clairvoyance, astrol- 
ogy, and fortunetelling have come into 
their own and have replaced constitutional 
standards. 

Of course, other yardsticks may be used 
in connection with the rate base but these 
yardsticks can be only auxiliary and sub- 
servient to the paramount standard: the rate 
base. 

Please understand that the views herein 
expressed are those of the writer and are 
not to be understood as, necessarily, repre- 
senting the views of any person associated 
with the public agency with which the writer 
is identified. 

—Everett C. McKEeace, 
Chief counsel, California Public 
Utilities Commission. 


* 
TVA Replies on Low Rate Charge 


N his article “Observations on Private 

versus Public Power,” in the June 10th 
issue of Pusitic UTILities ForTNIGHTLY, 
Philip Sporn, president, American Gas & 
Electric Company, discusses (on page 730) 
the cost of TVA power to distributors. He 
writes that “In an attempt to develop a resi- 
dential market in the TVA territory, a 4 
mill-per-kilowatt-hour price has been set by 
TVA’s retail distributors for the next 1,000 
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kilowatt-hours purchased by the residential 
consumer after the first 400 kilowatt-hours 
per month. Then TVA gives the distributor 
a rate of 2 mills per kilowatt-hour for the 
residential energy he sells at 4 mills per kilo- 
watt-hour. When that energy becomes a pre- 
dominantly fuel energy and the fuel item 
alone costs 2 mills or more per kilowatt-hour, 
it is obvious that something quite different 
from economics has become the basis of the 
rate structure and the basis for developing 
widespread residential electric home heat- 
ing.” 

This statement apparently indicates some 
confusion over a clause that used to be in 
our wholesale rate schedules prior to July 1, 
1952. The clause read as follows: 


Allowance for Sales to Residential 
Customers 


Authority will adjust bill so that the 
energy charge shall be 2 mills per kilo- 
watt-hour for at least so much energy as 
may be sold by distributor under the resi- 
dential resale schedule at 4 mills per kilo- 
watt-hour. 


This clause provided that the bill would 
be adjusted so that the energy charge would 
be 2 mills per kilowatt-hour. There was no 
adjustment in the demand component of the 
rate schedule. The demand charge of the rate 
schedule is 90 cents per kilowatt of demand. 
Based on a load factor of 50 per cent, this 
charge would be equal to about 24 mills per 
kilowatt-hour, which, of course, has to be 
added to the energy charge. 


ym wholesale rate included a block-type 
energy charge which started with 4 mills 
per kilowatt-hour and decreased to 2 mills per 
kilowatt-hour for all purchases over 1,000,- 
000 kilowatt-hours per month. The adjust- 
ment clause quoted above provided that the 
adjustment would apply only if the distribu- 
tor’s load was so small that his purchases in 
excess of a million kilowatt-hours per month 
were less than his sales at 4 mills under the 
residential rate. Most of the distributors pur- 
chased sufficient energy so that the adjust- 
ment never did apply. In the fiscal year 1952 
the total adjustment under this provision 
amounted to $57,000 for all distributors. This 
represented about one-tenth of one per cent 
of the total distributors’ payments to TVA 
for power during that period. 


The residential rate is also a block-type 
rate starting at 3 cents a kilowatt-hour, de- 
creasing to 4 mills a kilowatt-hour for energy 
in the block between 400 kilowatt-hours and 
1,400 kilowatt-hours, then increasing to 73 
mills for all energy over 1,400 kilowatt-hours. 

The 4-mill block in the residential rate 
schedule is included as a promotional feature ; 
it has produced outstanding results. The ad- 
justment clause referred to above in the old 
wholesale rate was included so that even the 
smallest of TVA’s power distributors could 
take advantage of the promotional aspects of 
the residential rate provided by the 4-mill 
block. Even with the small distributors, the 
adjustment never represented any substan- 
tial amounts of money. In fact they were so 
small that in 1952 the distributors agreed 
with TVA that they were more bother to 
account for than they were worth, and in 
July, 1952, the rate schedule was revised to 
eliminate the provision altogether. 


See lowest wholesale price at which a dis- 
tributor can buy power from TVA for 
resale for electric heat, or for any purpose, 
is 90 cents per kilowatt of demand plus 1.95 
mills per kilowatt-hour. At a 50 per cent load 
factor, this gives an average rate of about 
4.4 mills per kilowatt-hour. The final block 
of the standard residential rate schedule is 
74 mills per kilowatt-hour and the average 
rate for power purchased under this schedule 
never gets below the 74-mill level in spite of 
the inclusion of the 4-mill promotional block. 
The difference between the 7} mills in the 
retail rate and the 4.4 mills of the wholesale 
rate represents the margin available to the 
distributor to cover its cost. The 4.4 mills is, 
of course, available to TVA to cover the costs 
of production and transmission. 

The TVA wholesale rate schedule now in 
effect with all TVA power distributors pro- 
vides that power sold to industry in excess of 
certain average amounts carries an additional 
charge of one-quarter to one-half mill per 
kilowatt-hour. It also includes a fuel ad- 
justment clause to protect TVA against 
changes in fuel costs. These features were 
added July 1, 1952, in recognition of the fact 
that power for such purposes was to be pro- 
duced from steam plants. 

—Paut L. Evans, 
Director of information, 
Tennessee Valley Authority. 
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The Atomic Energy Battle 


a speaking, the explosions 
which have been going off in Congress 
over the Eisenhower administration’s ef- 
forts to revise the Atomic Energy Act of 
1946 might be compared allegorically with 
the awesome, fiery mushroom manifesta- 
tions of atomic bombs themselves. A num- 
ber of historical records had been shat- 
tered when the Senate, wearied by a 13- 
day filibuster, finally passed the bill with 
a number of amendments, designed either 
to appease the filibusterers or to hasten the 
House-approved bill to a more critical con- 
ference committee. 

The conference committee, composed 
principally of members of the Joint Atomic 
Energy Committee, set to work cleaning 
up the various differences between the 
two chambers under the threatening cloud 
of a renewed filibuster if the so-called 
Johnson amendment were deleted. 

To minimize this danger, the conference 
finally agreed to retain a modified form 
of the Johnson amendment which, in orig- 
inal form, would have authorized the 
Atomic Energy Commission to go into the 
power business without let or hindrance, 
subject only to congressional appropria- 
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Washington and 


the Utilities 


tion. The conference version authorized 
the AEC to go into power production 
only for the purposes of experimentation. 

The conference also retained one other 
amendment, forced into the Senate bill 
by the filibusterers. This was a bar against 
the reimbursement of income taxes in 
AEC contracts for power plant construc- 
tion by private companies. This was be- 
lieved to involve only a revision of cost 
estimates, excluding the tax element in the 
controversial Dixon-Yates contract for 
building a power plant for the AEC in 
West Memphis, Arkansas. One other 
amendment, by Senator Humphrey 
(Democrat, Minnesota), would place 
atomic energy electric power plants under 
FPC jurisdiction if they operated in inter- 
state commerce. Since such operations 
would automatically become subject to the 
Federal Power Act anyhow (where the 
operations were conducted by private 
companies ), Humphrey’s amendment was 
not likely to prove troublesome. 


B” the main objective of the filibuster- 
ers—to kill the proposed Dixon-Yates 
contract—failed obviously. Indeed, the 
Senate actually passed an amendment by 
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Senator Ferguson (Republican, Michi- 
gan) specifically authorizing such con- 
tracts when Democratic opponents ques- 
tioned the legality of any such arrange- 
ment. 

It was the resolute leadership of Senator 
Knowland (Republican, California) which 
broke the back of the Democrat-Liberal 
rebellion by night sessions and other dis- 
ciplinary action when it appeared at times 
that the filibuster would make any legisla- 
tion unlikely at the present session. 


The House vote, under a restricted rule, 
was quite decisive (231 to 154). The Sen- 
ate vote (57 to 28) was also proportion- 
ately decisive. But in the process the so- 
called public power bloc in the Senate was 
revealed to the extent of its hard core. This 
was because those voting against the bill 
did so even after some of their amend- 
ments had been approved and included in 
the bill. They were thus put in a position 
of voting to defeat any revision of the 
Atomic Energy Act, rather than see legis- 
lation enacted which would restrict future 
expansion of the federal government in 
the electric power business. 


The following list of those voting or 
paired against the measure defines this 
group, with one or two possible exceptions 
in the case of Senators who actually had 
differences of opinion with respect to the 
atomic (as distinguished from the public 
power) features of the bill: Democrats— 
Chavez (New Mexico), Clements (Ken- 
tucky), Douglas (Illinois), Gore (Ten- 
nessee), Green (Rhode Island), Hayden 
(Arizona), Hennings (Missouri), Hill 
(Alabama), Humphrey (Minnesota), 
Jackson (Washington), Johnston (South 
Carolina), Kerr (Oklahoma), Kilgore 
(West Virginia), Lehman (New York), 
Magnuson (Washington), Mansfield 
(Montana), Maybank (South Carolina), 
McCarran (Nevada), Monroney (Okla- 
homa), Murray (Montana), Neely (West 


Virginia), Russell (Georgia), Sparkman 
(Alabama), Stennis (Mississippi), and 
Symington (Missouri). Paired against the 
bill: Eastland (Mississippi), Gillette 
(Iowa), and Kefauver (Tennessee). Re- 
publicans: Cooper (Kentucky), Langer 
(North Dakota), Young (North Dakota 
—paired). Also, Morse (Independent, 
Oregon). 


» 


No FPC Funds for Phillips 
Controls 


— Johnson (Democrat, Texas) 
apparently succeeded in his effort to 
persuade the Senate Appropriations Com- 
mittee that the FPC should be denied an 
extra $300,000 requested by President 
Eisenhower in a supplemental appropria- 
tions bill. This fund was to carry out the 
work of FPC in expanding its jurisdiction 
over gas producers, in accordance with the 
Phillips Petroleum Company decision of 
the U. S. Supreme Court. Minority Leader 
Johnson, who last month criticized the 
FPC for its “hasty” action in freezing 
wholesale natural gas prices as of June 7th, 
carried his fight to Senate Appropriations 
Committee Chairman Bridges (Republi- 
can, New Hampshire). Johnson wrote to 
Bridges that he was “opposed” to the ex- 
tra FPC funds, because “this issue is far 
from closed and I do not believe it is the 
part of wisdom for Congress to vote funds 
for an executive agency before a final de- 
termination of whether the agency will 
engage in the contemplated activities.” 
Senator Johnson complained that “the 
Supreme Court decision has already caused 
consternation throughout the (gas and 
oil) industry.” He added: “An appropria- 
tion to enforce it at this point would mere- 
ly add to the confusion and chaos.” John- 
son noted that Texas still has a motion 
pending before the Supreme Court for re- 
hearing of the Phillips Case. No comment 
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was forthcoming from the Senate Appro- 
priations Committee on Johnson’s letter. 


o 
Tax Bill Revision 


aaa action of Congress on the general 
tax revision bill followed for the most 
part the proposals of the Eisenhower ad- 
ministration. This ponderously big bill, 
completely overhauling the U. S. Internal 
Revenue Code for the first time in many 
years, contains many changes and features 
of special interest to public utilities. These 
particular provisions may be classified un- 
der six headings : (1) income taxes on cor- 
porate dividends paid to shareholders; (2) 
deduction allowable for depreciation from 
income ( for tax purposes on business plant 
and properties) ; (3) depletion allowance 
—of special interest to natural gas utili- 
ties; (4) corporate income tax rates; (5) 
corporate pay-as-you-go requirements; 
(6) consolidated returns. 

There are doubtless other provisions of 
passing concern to utility company tax- 
payers, such as the liberalized “‘carry back”’ 
provisions for balancing good years 
against bad, and the liberalized pension 
trust fund deductions. But the foregoing 
six categories were the main items of mo- 
ment to public utility companies, as such. 

Dividend relief : The conference recom- 
mended that taxpayers owning corpora- 
tion stock may exclude from their gross 
income dividends received after July 31, 
1954, from the stock up to $50. On the 
remainder they may take a credit against 
tax liability of 4 per cent, up to a limit of 
2 per cent of their taxable income in 1954, 
and of 4 per cent of their taxable income 
in later years. This is less liberal than the 
House provided, but a little better than 
the Senate voted. 

Depreciation: In addition to the 
straight-line method of depreciation, the 


unit-of-production method and the declin- 
ing balance limited to 150 per cent of the 
corresponding straight-line rate, which are 
allowed by existing law, the new code al- 
lows the 200 per cent declining balance, 
as well as the “sum of the years’ digits” 
method, and any other reasonable method 
used consistently by the taxpayer. 


Th preset Allowance: The present al- 
lowance of 274 per cent deduction 
from the income received from gas or oil 
wells or other wasting mineral resources 
will be continued without change. The pur- 
pose is to encourage wildcatting and other 
investment in gas and oil exploration to 
increase the nation’s petroleum reserves. 

Corporate taxation: The tax rate for 
corporations is maintained at 52 per cent 
for one more year, after which it will 
automatically fall back to the pre-Korean 
47 per cent rate. 

Corporate Pay As You Go: Corpora- 
tions whose annual tax liability is $100,- 
000 or greater for years beginning after 
December 31, 1954, are required to pay 
instalments of 5 per cent of estimated tax 
(less credits and $100,000 exemptions) on 
the fifteenth day of the ninth and twelfth 
months of their tax year. The percentage 
rises to 10 per cent in the second year the 
code is in effect, and continues to rise 5 
per cent each year to the ceiling of 25 per 
cent in 1959 and each year thereafter. 

Consolidated returns: A proposal by 
the House to write into the statute all 
the regulations on consolidated returns 
was rejected. Present law is maintained, 
with a few changes. But one change is 
very important to affiliated utility compa- 
nies, such as the Bell and General tele- 
phone system operations. The 2 per cent 
surtax on regulated public utilities is elimi- 
nated, but will still apply on nonregulated 
public utilities. 
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Communication 


Connecting Company Contracts 


Offered by Independent 


| ov officials report progress in their dis- 
cussions with Southwestern States 
Telephone Company concerning connect- 
ing company agreements between the com- 
pany and REA borrowers. Although of- 
ficials of the company do not concur en- 
tirely with the views of REA in matters 
regarding traffic and operator office agree- 
ments, they have offered contracts which 
REA believes will be satisfactory for the 
majority of borrowers who are or will be 
connected to the company’s system. In 
general, the agreements conform to agree- 
ments being offered for like services by the 
Southwestern Bell Telephone Company. 
The local switching or extended area 
service agreement offered by Southwest- 
ern States also is similar in form and 
method of settlement to the extended area 
service agreement offered by Southwest- 
ern Bell. Under it the REA borrower 
must provide for its own switching costs 
and extended area service trunk costs up 
to the exchange boundary. In addition, it 
must pay the company an amount equal to 
40 per cent of the annual carrying charges 
for extended area service switching and 
trunk facilities in the company’s exchange. 
Each contract will specify the monthly 
charge to be paid by the borrowers, based 
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on the equipment initially required. This 
monthly charge will remain in effect until 
it becomes necessary by reason of local 
conditions to rearrange or add to the fa- 
cilities provided under this agreement. 

REA emphasizes that its acceptance of 
Southwestern States’ local switching serv- 
ice agreement docs not constitute approval 
of widespread extended area service. In 
each instance where such service is pro- 
posed, it must be carefully reviewed to as- 
certain that there is a genuine community 
of interest and that the subscribers will be 
willing to pay the additional rates that will 
be required to cover the cost of such 
service. 


HE feeling in REA is that the agree- 

ment represents a considerable im- 
provement over agreements previously of- 
fered by Southwestern States, providing a 
workable basis upon which REA borrow- 
ers can proceed with their connecting 
company arrangements. As REA bor- 
rowers and the company gain experience 
in this field of rural telephony, the agree- 
ments will be reviewed to ascertain ways 
in which they can be improved. In any 
event, REA has been assured of the co- 
operation of Southwestern States in its 
efforts to improve and extend telephone 
service in rural areas. 
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Phone Union Urges Abolition 
Of “Learner” Rates 


HE announcement by the Wage and 

Hour Administrator that current tele- 
phone switchboard operator learner rates 
will be increased 74 cents per hour has 
brought a recommendation from the CIO 
Communications Workers of America 
that the learner rates be discontinued al- 
together. The present intention is to in- 
crease the learner rates from 60 and 65 
cents per hour to 674 and 724 cents. Ina 
letter to Wage and Hour Administrator 
William R. McComb, CWA President 
Joseph Beirne called the proposed increase 
insufficient and urged discontinuance of 
the rates which, he said, have not accom- 
plished the purposes for which they were 
established. 

The employment of learners and ap- 
prentices at wages lower than the mini- 
mum wage was to be ordered by the Wage 
and Hour Administrator, under the Fair 
Labor Standards Act, as a means to help 
prevent curtailment of employment oppor- 
tunities. 

Rates of pay under the legal mini- 
mum were contemplated in order to 
insure a constant flow of new workers into 
industries which would not engage in ap- 
prenticeship or learner programs if they 
had to pay the legal minimum wage. The 
CWA contends that the telephone indus- 
try, “because of its monopoly and unique 
nature, has no choice but to hire learners, 
particularly in the telephone operator 
classification, and that the existence of a 
federal legal minimum wage could in no 
way affect that situation.” Proponents of 
learner rates for telephone operators claim 
that if they had to pay a 75-cent minimum 
wage small independent telephone com- 
panies would be forced to convert to dial 
and hence reduce employment opportuni- 
ties for learners in the telephone industry. 

In his letter to McComb, Beirne stated : 
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We should like to call to your atten- 
tion that the existence of learner rates 
has in no way reduced dial conversion 
in the independent portion of the tele- 
phone industry. In 1948 only 33 per 
cent of telephones serviced by independ- 
ent companies were dial. In 1950, the 
year current learner rates were made 
effective, this percentage was 44. Latest 
data available indicate that the per- 
centage of dial phones in the inde- 
pendent portion of the telephone in- 
dustry is approximately 60 per cent. 
These figures demonstrate conclusively, 
in our opinion, that learner rates have 
not accomplished their intended pur- 
pose. Dial status is rapidly approaching 
100 per cent. If future conversion — 
progresses at past rates, and we have 
no information to indicate that this will 
not be the case, the independent portion 
of the telephone industry should be 100 
per cent dial within the next five years. 
What, then, can be accomplished by 
these subminimum wages except to deny 
to workers in a dead-end job legal pro- 
tection of a minimum wage. 


The union apparently does not intend 
to make an issue of the matter. If the 
rates are not eliminated, however (and it 
does not seem likely they will be), the 
union is prepared to argue for an increase 
of at least 10 cents an hour. This would 
have the effect of establishing a 70-cent 
rate for the first 320 hours and 75 cents 
thereafter. 


* 


Delaware Court Clarifies 
Regulatory Statute 
tes Delaware supreme court has hand- 
ed down a decision containing the 
first comprehensive interpretation by a 
state court of the Delaware regulatory 
statute passed in 1949. The court’s prin- 
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cipal point was that a lower court had 
erred in taking over the function of the 
state public service commission and mak- 
ing its own independent valuation of the 
properties of the Diamond State Tele- 
phone Company in the case of the com- 
pany’s application for higher phone rates. 

The high court held that the commis- 
sion’s valuation of company property 
should have been allowed to stand at the 
commission’s $22,000,000 figure. It re- 
versed the lower court’s $25,500,000 val- 
uation of the property. The company had 
estimated its property value at $28,700,- 
000. 

On the question of fair value, the 
lower court had decided that reproduction 
cost under the facts was entitled to “sub- 
stantial” weight. It therefore took the 
company’s reproduction cost study, scaled 
it down about 10 per cent in order to com- 
pensate for possible errors in the study, 
and fixed a fair value of $25,500,000. The 
high court, in its 2-to-1 decision, ruled that 
the lower court had in effect given “exclu- 
sive” weight to reproduction cost. 


oe for the majority in the su- 
preme court’s decision, Justice James 
Tunnell, Jr., stated that the force of rea- 
soning in rulings by the U. S. Supreme 
Court is apparent “when one envisions the 
manifest injustices to which a regulated 
utility would be subject under the repro- 
duction cost rule if it were required to ride 
a wave of deflation to the trough.” Justice 
Tunnell further stated that the law creat- 
ing the Delaware Public Service Commis- 
sion and outlining its duties is not designed 
“to permit us to adopt in pure form either 
the reproduction cost rule or the prudent 
investment rule, or, for that matter, any 
other fixed or definite standard.” Each of 
the elements of value, the opinion stated, 
must be given such weight as may be just 
and right in each case. 
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“If justice and reasonableness, or jus- 
tice and right, are to guide us,” Justice 
Tunnell wrote, “the sad truth is that we 
are led out of the relatively clear-cut 
realms of law, logic, and economic formula 
into the shadowy field of ethics.” 


> 


U.S. Chamber Sets up 


Trans portation Unit 


Faigle transportation and com- 
munication committee has been ap- 
pointed by the Chamber of Commerce of 
the United States. Headed by Arthur E. 
Stoddard, president of the Union Pacific 
Railroad, the committee is composed of 
five chief executives each of rail, highway, 
water, and air carriers; eleven shippers; 
three communication officials; and addi- 
tional representatives from the pipeline, 
freight forwarders, warehouse, local 
transit, and general business fields. 

Chairman Stoddard, who represents 
the transportation industry on the cham- 
ber’s board of directors, announced the 
committee’s first meeting will be held in 
Washington, D. C., September 15th and 
16th. 

“With competition in the field of 
transportation at an all-time high,” Stod- 
dard said, “and with thousands of carriers 
of all types seeking an increased share of 
traffic, every effort must be made to see 
that conditions are such that these carriers 
can compete on as fair and equitable a basis 
as possible with a minimum of interfer- 
ence from government.” 

Members of the committee representing 
the communications industry are: Carl D. 
Brorein, president of Peninsular Tele- 
phone Company; T. B. Gittings, vice 
president of Western Union Telegraph 
Company; and E. H. Wasson, vice presi- 
dent of American Telephone and Tele- 
graph Company. 
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Estimated Future Power 
Requirements 

(ieee projections of estimated power 

requirements of the United States 
have appeared recently. On the occasion of 
“Light’s Diamond Jubilee” the EEI issued 
a special bulletin forecasting peak loads 
through 1975. This followed shortly after 
the institute’s regular semiannual “Elec- 
tric Power Survey” of 43 pages, forecast- 
ing in detail through 1957. Both were pre- 
pared by the survey committee, headed by 
Walker L. Cisler, president of Detroit 
Edison Company, who has headed the 
committee since its inception in 1947. The 
25-year forecasts of power requirements 
(peak loads of interconnected power sys- 
tems, public and private) were prepared 
in co-operation with the power system and 
area representatives and were accompanied 
by estimates of the electric power capa- 
bility which should be necessary to meet 
peak loads. The Federal Power Commis- 
sion’s forecast was contained in its 6-page 
Bulletin P-27. The table on page 207 is a 
comparison of the three forecasts. 

The EEI minimum and maximum pro- 
jections were based on differing assump- 
tions regarding the rate of growth of the 
peak-load requirements. During the 1920’s 
growth was fairly rapid, but during 1931- 
37 the rate of growth was comparatively 
slow owing to the depression. In the pe- 
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riod 1938-53, however, the average load 
growth was 7.8 per cent. This rate was of 
course abnormally high, resulting from 
wartime demands and atomic energy re- 
quirements. Hence the Cisler committee, 
in making the projection to 1975, assumed 
annual gains of 5.4 per cent to 6.8 per 
cent, which rates when applied to the 1953 
figures give (with some variations) the 
minimum and maximum projections indi- 
cated in the table. 


} es FPC figures are apparently not 
based on any regular percentage of 
annual increase. Thus, while the commis- 
sion’s estimate for 1960 is fairly close to 
the EEI maximum figure, the commission 
estimates show progressively smaller per- 
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centage increases for each 5-year period, 
with a gain of only 19 per cent in the last 
5-year period, compared with gains of 
about 28-39 per cent as forecast by the in- 
stitute for the period 1970-75. Thus the 
1975 peak-load figure is about 5 per cent 
below the EEI minimum and 32 per cent 
below the maximum. Regarding its fore- 
casts, the EEI bulletin states: 


Of course we do not know precisely 
what new loads and increases in exist- 
ing loads will occur to bring about this 
large advance in power requirements. 
But in 1942, when we first began atomic 
energy development as a military proj- 
ect, no one could have forecast that 
atomic energy would now be one of our 
largest power consumers. Other similar 
power-consuming developments are like- 
ly to occur in the years ahead. We can 
foresee tremendous advances requiring 
very large amounts of power in the steel 
and metal industries, the chemical in- 
dustry, in space heating, and other uses 
which, when combined with our ex- 
pected population growth and improved 
living standards can easily bring about 
the peak loads indicated. 


. b= chart on page 209 is reproduced 
from the institute’s regular “Power 
Survey Bulletin,” dated April, 1954, and 
shows its forecast for each area through 
1957. The chart indicates that while power 


supply is now more satisfactory in the 
Southeast than during 1952-53 (assum- 
ing median hydro conditions), by 1957 
the reserve will again be down to the low 
figure of 6.9 per cent. In other words more 
capacity could be placed on order next year 
to improve the 1957 supply. In the Pa- 
cific Northwest, scheduled additions to 
capacity also seem too low to maintain an 
adequate reserve. While the local utilities 
in this area are now actively considering 
the development of new hydro projects in 
co-operation with the federal government, 
apparently the completion of projects now 
under construction will prove somewhat 
inadequate over the next three years, par- 
ticularly if further droughts are encoun- 
tered. In other areas reserve margins ap- 
pear generally satisfactory, and in the 
west central area somewhat excessive. 
Normally, the institute forecasts fos 
only about four years ahead. The FPC 
currently plans to publish revised fore- 
casts annually, covering a period of ten 
years in the future, while the longer-range 
estimates covering twenty to twenty-five 
years ahead will be revised less frequently. 
Despite the improved load factor an- 
ticipated by some utilities due to the intro- 
duction of air conditioning in the summer, 
the FPC thinks that load factors will not 
change materially, so that total kilowatt- 
hour output will increase at about the same 
rate as peak loads. The commission says: 


PROJECTED POWER REQUIREMENTS THROUGH 1975 


Year Ended 
80* 

97 

132 

168 

208 

248 


Peak Loads 
EEI Min. FPC_ EEI Max. 


General Capability 
EEI Min. EEI Max. 


82 96 
96 106 
137 139 
190 181 
264 234 
367 301 


*The FPC figures cover only about 98 per cent of the electric power 
industry, public and private, while the EEI figures cover 100 per cent—hence 


the discrepancy in the 1953 figures. 
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While summer air conditioning will 
tend to improve the load factor in re- 
gions having a winter peak, electric 
heating during the winter months may 
tend to lower the load factor. Over a 
long period of years load factors have 
been influenced by electric energy sales 
to industrial customers to a greater ex- 
tent than possibly any other element, 
and since the estimates anticipate that 
industrial sales will maintain their pres- 
ent characteristics and relative impor- 
tance with respect to total sales, it seems 
reasonable to assume that load factors 
will remain about the same. 


pero the capability figures fore- 
cast by the EEI, these were probably 
arrived at merely by assuming the margin 
of reserve capacity which the industry 
would try to maintain. The projection in- 
dicates that for 1955 the reserve would 
approximate 21 per cent, but in future 
years the projections seem to indicate that 
a reserve around 15 per cent is considered 
about right. 

Unfortunately for the makers of elec- 
tric equipment, the electric utility indus- 
try’s construction program is not always 
geared closely to the rate of growth, but 
tends to go in cycles. In the immediate 


60,000 
50,000 
40,000 
30,000 
20,000 


10,000 


CAPACITY — MEGAWATTS 


° 
1947 1948 1949 1950 1951 1952 1953 1954 
Source, Edison Electric Institute 
Rate of Placing Orders for New Electric Gen- 
erating Capability Scheduled for Operation During 
and After April, 1951. (Thermal and Hydraulic 
Units 4,000 Kw and Larger for U.S. Electric Power 
Systems. ) 
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postwar period the industry was apparent- 
ly somewhat skeptical regarding the con- 
tinued rate of growth and the 1949 reces- 
sion also slowed the placing of new or- 
ders. About the middle of 1950, however, 
very big orders were placed. This reflected 
the beginning of the Korean war and the 
rebuilding of the military establishment, 
including plans to increase the capacity of 
the atomic energy plants. The rate of in- 
crease in placing orders gradually tapered 
off after this early sharp rise, and during 
the past year comparatively few orders 
have been placed. This presumably reflects 
the fact that the December peak load was 
about 4 per cent less than anticipated and 
hence the margin of capacity was larger 
than needed. While it is difficult to gauge 
how much further this slowing down will 
last, it appears likely that the flow of new 
orders should be resumed next year for 
1957 or later delivery. 


nomen EvLectric Company recently 
announced a new policy concerning 
purchase of turbine-generating equipment, 
in order to stimulate new orders and main- 
tain employment. The company will un- 
dertake initial engineering and manufac- 
turing work on large orders with the 
provision that such orders can be canceled 
later at only a minimum amount of the 
contract price. This cancellation charge 
would be much less than the normal cus- 
tomary liability, and less than actual fac- 
tory cost incurred. (In the event of early 
shipments, however, cancellation would be 
required a year in advance of schedule 
delivery in order to obtain the liberal 
terms.) GE will also try to work out with 
the utilities a means of financing the 
charges normally made prior to shipment, 
until the time when the financing of the 
new equipment could be handled by the 
customers. 

The institute’s quarter-century forecast 
does not give a breakdown by power sup- 
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ply regions but the FPC bulletin does so, 
as follows: 
Millions of KW 
53 Est 


1975 Peak 


45.2 
46.0 
49.2 
31.6 
22.7 

5.2 
20.9 


Est. 


Region Increase 


I 
II 
III 
IV 
Vv 
VI 
VII 
Vil 27.4 


U.S. 248.2 210% 


This seems to indicate that the antici- 
pated growth for Region I (New Eng- 
land, New York, New Jersey, Delaware, 
and the greater part of Pennsylvania) 
will be much less than for the country as 
a whole. Peak demand in the Southeast 
(Region III) and the Southwest (Region 
VIII) are expected to gain at rates well 
in excess of the U. S. average. This is 
also true of the western Missouri valley 
area (Region VI). 


* 


May Earnings of Electric 
Utlities Disappointing 


~~ earnings figures for a single 
month do not have much signifi- 


cance, it is interesting to note that the pre- 
liminary figures for the month of May as 
released by the FPC for larger private 
electric utilities, make a moderately un- 
favorable showing. Following are the 
changes by months for 1954 as compared 
with the same months of 1953: 


Per Cent Increase over 1953 
Net Income 


sing (Prel.) . 


On a cash basis the May figures are less 
unfavorable. Depreciation accruals showed 
an increase of 11.4 per cent, but if this 
expense should be eliminated net income 
would have gained about 10 per cent. 
However, an increase of some 10 per cent 
seems necessary to offset the increase of 
about 11 per cent in plant account. 


* 
Registration Form for Bond 
Issues Simplified 


f pow: SEC over the past year or so has 

made considerable progress in elimi- 

nating red tape and reducing the number 
(Continued, page 212) 
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LIST OF UTILITY TALKS AT THE LUNCHEON FORUMS OF THE NEW YORK SOCIETY 
OF SECURITY ANALYSTS—JANUARY 1, 1953, TO JULY 15, 1954 


Topic 
— ong seg 2 (Alphabetically Arranged) 
ma Gas Corp. 
yes al & Foreign Power Co. ......e+eee 
American Gas & Electric Co. .......0.ee00- 
American Teleph. & Teleg. Co. ............ 
Boston Edison Co. 
British Columbia Electric Co. .......eeeeee- 
California Electric Power 
Carolina Power & Light Co. ...........c00- 
Central Hudson Gas & Elec. Corp. ......... 
Central Vermont Public Service Corp. ...... 
Cincinnati Gas & Electric Co. .............- 
Cp OS) 6 eae 
Columbia Gas System 
Columbus & Southern Ohio Elec. Co. ....... 
Commonwealth Edison Co. 
Connecticut Light & Power Co. ............ 
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T. G,. Dignan, President 

A. E. Grauer, President 

Albert Cage, President 

L. V. Sutton, President 

Ernest R. Acker, President 

Albert A. Cree, President 

W. C. Beckjord, President 

Richard L. Rosenthal, President 
Stuart M. Crocker, Board Chairman 
H. M. Miller, Exec. Vice President 
Willis Gale, Board Chairman 
Sherman R. Knapp, President 
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Consolidated Gas, Electric Light & Power Co. 
of Baltimore 
EE Sa EL Oi 
PGi OWE! GOPDE 5iocccs cicescscees ses 
Plorida Power & Light Co. ........2..565.- 
General Public Utilities Corp. .............. 
General Telephone Corp. .................. 
Gano POWEr COMPANY 5.6.6.5. ccs se se esee 
Iowa Southern Utilities 
Pee, CIES GG, so ooo ocie es eeclees 
Lake Superior District Power 
Peaine Pubie service GO. ....6. 6.0 80es. eee. 
Mississippi River Fuel Corp. .............. 
Montana Power Company 
Mountain Fuel Supply Co. ............... 
New England Gas & Elec. Assoc. ........... 
New York State Elec. & Gas Corp. ........ 
Northern States Power Co. ...............-. 
iter Dall POWEr CO: .sicecedsesecscces cas 
PACH CAB EMEC, CO. cesses occ seu deine 
South Carolina Elec. & Gas 
Southern California Edison Co. ............ 
Southwestern Pub. Service Corp. ........... 
WOnNeSsee ETOAUCHON GO, ciisccccccc esses. 
Tennessee Gas Transmission Co. ........... 
Texas Gas Transmission Corp, ............ 
Union Electric Co. of Missouri 
MURIOASARTCGONDS ocia 5iic ois 50.5% s'e's Soe 'scuiowcs 
AShan OWE! Ge LIBRE CO, ccc ccs ececcewcuee 
Virginia Electric & Power Co. ............- 
Washington Water Power Co. .............. 
Western Union Telegraph Co. ............. 


State Regulatory Commissions 

California Public Utilities Commission 

Florida Railroad and Public Utilities Com- 
mission 

Illinois Commerce Commission 

New Jersey Department of Public Utilities .. 

New York Public Service Commission 


Atomic Energy _ | 
Nucleonics in Private Industry 


A Power Engineer Looks at Nuclear Energy 
for Electrical Utilities 


Atomic Energy—Its Necessity 
Reactor Developments 
Exploration for Uranium and Thorium 


Atomic Batteries 
Nucleonics Resume 


Atomic Energy for Industry 


Miscellaneous Topics 
Natural Gas for Pacific Northwest 
Natural Gas for Pacific Northwest 


Are Utility Common Stocks Too High? .... 
Human Problems in the Utility Industry .... 
Outlook for Electric Utilities 


Outlook for Electric Utilities 
Economic Depreciation 


2/10/54 


2/18/53 


6/ 3/53 
3/10/54 
4/14/54 


4/ 1/53 
1/ 7/53 


11/ 9/53 


S/ 1/53 
6/ 3/54 
4/13/54 
4/13/54 


4/13/54 
4/13/54 


7/27/54 


5/ 6/53 
6/10/53 


4/22/53 
2/25/53 
2/ 5/54 


2/ 8/54 
4/ 7/54 
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and complexity of the forms used in con- 
nection with the acts which it administers. 
Prospectus requirements have been gradu- 
ally reduced and the small “pocket size” 
developed. 

Now another important step has been 
taken with the adoption of Form S-9 
which provides a simplified registra- 
tion for high-grade corporate debt securi- 
ties when these are not convertible into 
common stock. Requirements are that the 
issuer must have been in business for ten 
years, with an earnings history meeting 


e 


SEC requirements, and that it is filing re- 
ports with the commission in accord with 
§ 13 or § 15 of the Securities and Ex- 
change Act. 

The abbreviated registration statement 
will include five principal items, in addi- 
tion to a brief description of the business: 
(1) a 5-year summary of earnings and 
surplus; (2) a balance sheet; (3) an ex- 
planation of how the proceeds of the fi- 
nancing are to be used; (4) a description 
of the securities offered ; and (5) informa- 
tion about the offering price. 


ELECTRIC UTILITY STATISTICS AND RATIOS 


Per Cent Increase 


Latest Latest Latest Latest 


Month 12 Mos. 
‘i? 


12 Mos. 
451.6 


Month 


37.4 
10.3 


Unit 
Bill. KWH 


“ 


Mill. KW 


Mill. Tons 
Mill. MCF 
Mill. Bbls. 
Mill. Tons 


Operating Statistics 
Output KWH—Total (May) 
Hydro-generated 
Steam-generated 
Capacity (May) 
Peak [Load (April) 
Fuel Use (February) : _ 
as 
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Customers, Sales, Revenues, and Plant (April) 
KWH Sales —Residential 
Commercial 
Industrial 
pce Ig Ce Re) 
Customers—Residential 
Commercial 
Industrial 
Total, Incl. Others 


Income Account—Summary (April) 
Revenues—Residential 
Commercial 
Industrial 
Total, Incl. Misc. Sales 
Sales to Other Utilities 
Misc. Income 
Expenditures—Fuel 
Labo 
DIRSC: EXPENSES 000220000 
Depreciation 
Taxes 
Interest 
Amortization, etc. ........- 
Net Income 
Preferred Div. (Est.) 
Bal. for Common Stk. (Est.) 
Common Dividends (Est.) . 
Electric Utility Plant (April) 
Reserve for Depreciation and Amort. .... 
Net Electric Utility Plant 


D—Decrease. NC—Not comparable. 
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FINANCIAL NEWS AND COMMENT 
A ea 


RECENT FINANCIAL DATA ON GAS UTILITY STOCKS 


——Share Earnings*-—— 
7/27/54 Divi- Cur- Price- 
Price dend Approx. rent J In- 12 Mos. Earns. 
About Rate ield «© Period Ended Ratio 








Pipelines 
Alabama-Tenn. Nat. Gas . $.60 40% Mar. 11.4 
East. Tenn. Nat. Gas.... 10 — a 54 Mar. 
Mississippi River Fuel ... 5.6 b 2 Mar. 
Southern Nat. Gas Mar. 
Tenn. Gas Trans. ...... Mar. 
Texas East. Trans. ..... Dec. 
mexas Gas Frans .<.<.s Mar. 
Transcontinental Gas .... Mar. 
Averages 
Integrated Companies 
American Natural Gas .. 
Colorado Interstate Gas . 
Columbia Gas System .. 
Commonwealth Gas 
Consol: Gas Uth 2.6.6 
Consol. Nat. Gas 
EI Paso Nat. Gas 
Equitable Gas 
Kansas-Neb. Nat. Gas .. 
Lone Star Gas 
Montana-Dakota Utils, .. 
Mountain Fuel Supply .. 
National Fuel Gas 
Northern Nat. Gas 
Oklahoma Nat. Gas .... 
Panhandle East. P. L. .. 
Pennsylvania Gas 
Peoples Gas Lt. & Coke . 
Southern Union Gas .... 
United Gas Corp. ...... 
Averages 
Retail Distributors 
Alabama Gas 
Atlanta Gas Light 
Brooklyn Union Gas .... 
Central Elec. & Gas .... 
Central Indiana Gas .... 
Gas Service 
Hartford Gas 
Houston Nat. Gas 
Indiana Gas & Water.... 
Kings Co. Lighting .... 
Laclede Gas 
Minneapolis Gas 
Mississippi Valley Gas . 
Mobile Gas Service .... 
New Haven Gas 
New Jersey Nat. Gas ... 
Northern Illinois Gas .. 
Pacific Lighting 
Portland Gas & Coke ... 
Providence Gas 
Seattle Gas 
South Jersey Gas 
Springfield Gas Light ... 
United Gas Improvement . 
Washington Gas Light .. 
Western Kentucky Gas . 


Averages 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, AND 
WATER UTILITIES 


-——Share LEarnings* 
7/27/54 Divi- Cur- 
Price dend Approx. rent % In- 12 Mos. 
About Rate teld Period crease Ended 








Communications Companies 
Bell System 

Amer. Tel. & Tel. (Cons.) 172 $9.00 5.2% $11.49** 1% May 
Bell Tel. of Canada .... 45 2.00 4.4 2.31 19 Dec. 
Cin. & Sub. Bell Tel... 77 450 58 : Dec. 
Mountain States T. & T. . 660 5.6 : June 
New England T. & T. .. 8.00 6.1 Mar. 
Pacne te. & Tel. ....... 7.00 3.3 May 
So. New England Tel. .. 1.80 4.7 Dec. 


Averages 5.3% 


Independents 
Calif. Water & Tel. .... 
Central Telephone 
Florida Telephone 
General Telephone 
Inter-Mountain Tel. .... 
Peninsular Tel. 
Rochester Tel. 
Southeastern Tel. ....... 
Southwestern Sts. Fel. .. 
Telephone Bond & Share 
United Utilities 
Western Union Tel. .... 


Averages 


ONS >OPrn 


Apr. 
Mar. 
Dec. 
May 
Dec. 
Apr. 
Mar. 
Dec. 
Dec. 
Dec. 
Dec. 
Dec. 


AMMAN AW EA AUNN 
NO SO WR WNID OA GD WD WD 
& 

Bearden ee 


NOOOOONDNOOSO 
ee) 
® 


wm 
wm 

BS 
_ 
dN 
N 


Transit Companies 

Capital Transit 
Cincinnati Transit 
Dallas Ry. & Terminal .. 
Greyhound Corp. ....... 
Los Angeles Transit .... 
National City Lines .... 
Philadelphia Transit .... 
Rochester Transit 

et: oms! PISA. «6.0. 
Dwi tony Ro 1. os ssesss 
United Transit 


Averages 


Water Companies 
Holding Companies 
American Water Works . ; } : Mar. 
New York Water Service : i ; NC Mar. 
Operating Companies 
Bridgeport Hydraulic . Dec. 
Calif. Water Service . May 
Hackensack Water Dec. 
Jamaica Water Supply .. Mar. 
New Haven Water Dec. 
Phila. & Sub. Water .... Dec. 
Plainfield Union Water . Dec. 
San Jose Water May 
Scranton-Springbrook ... Mar. 
Southern Calif. Water .. 92 28 Mar. 
West Va. Water Service 42 F 1.50** 14 June 
Averages ........ 48% 
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A—American Stock Exchange. O—Over-counter or out-of-town exchange. S—New York Stock Ex- 
change. D—Decrease. *Earnings are calculated on present number of shares outstanding, except as other- 
wise indicated. **On average shares outstanding. #—Includes stock dividend. (a) Paid 4 per cent stock 
dividend. NC—Not comparable. 
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What Others Think 


The Hoover Task Force Hearings 


HE public hearings held throughout 
the country by the Hoover Commis- 
sion’s water and power task force have 
attracted considerable attention to the 
complex problem of water resource de- 
velopment. In San Francisco, Denver, 
Chattanooga, New York, and Portland, 
where the hearings took place, the task 
force was presented with a wide variety 
of views on the vital question of the fed- 
eral government’s proper role in the de- 
velopment of water resources. Generally 
speaking, however, the divergent view- 
points can be boiled down into four basic 
positions held by those who testified be- 
fore the task force: (1) that the federal 
government should withdraw completely 
from the power business, disposing of its 
present facilities to state, local, or private 
groups; (2) that the government should 
broaden its activities in this field and 
eventually take over exclusive responsibil- 
ity for the development of water re- 
sources; (3) that a plan along the lines 
of President Eisenhower’s “partnership” 
program should be generally followed, 
with federal, state, local, and private in- 
terests sharing the costs; (4) that regional 
organizations with federally appointed 
administrators, or interstate compacts 
approved by Congress, be established to 
take over federal projects. 
The task force is scheduled to make its 


preliminary report to the Hoover Com- 
mission in November and its final report 
will be submitted in February, 1955. Few 
expect its recommendations to include any 
sweeping conclusion on the fundamental 
question of public versus private power. 
As the task force chairman, Admiral Ben 
Moreel, stated at the outset of each hear- 
ing, the purpose of the task force was to 
discover ways “to promote economy, effi- 
ciency, and improved service” in federal 
agencies. The task force’s report is ex- 
pected to include recommendations for 
eliminating duplication and overlapping 
of activities, consolidating some, abolish- 
ing others, and eliminating nonessential 
functions which are competitive with 
private enterprise. 


tine first hearing of the task force was 
held in San Francisco in early May. 
Bruce Renwick, general counsel of South- 
ern California Edison Company, and Rob- 
ert H. Gerdes, vice president and general 
counsel of Pacific Gas and Electric Com- 
pany, testified on behalf of the electric in- 
dustry. Renwick declared that his com- 
pany is “ready, willing, and able to 
undertake the development of hydroelec- 
tric projects within its service areas as 
they become practicable and economically 
feasible.” He testified that government 
power would cost more than power pro- 
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duced by a private company if each payed 
the same taxes. 

On behalf of PG&E, Gerdes offered to 
establish a working partnership with the 
federal government. He stated his com- 
pany was ready to purchase all existing 
power transmission lines, switchyards, 
and substations of the Central Valley 
project if Congress approves. “Transfer 
of these facilities to the company,” Gerdes 
said, “would save the federal Treasury 
over $3,000,000 every year. Morever un- 
der company ownership they would pro- 
vide each year about $800,000 in federal 
taxes and more than $600,000 in state and 
local taxes.” 

Under PG&E’s plan, the company 
would continue to pay the price set by the 
federal government for project power 
which the company would distribute 
throughout northern and central Cali- 
fornia to all customers in its service area, 
without discrimination, at rates fixed by 
the California Public Utilities Commis- 
sion. He pointed out that the company 
would make no profit on the project power 
it purchases. All it expects to earn is a 
fair return on the investment it makes it- 
self in facilities used and useful in service 
to the public. 


So submitted on behalf of 
Robert G. Sproul, president, Univer- 
sity of California and chairman, state- 


wide natural resources committee of 
the California State Chamber of Com- 
merce, called for a return to the pri- 
mary purpose of the reclamation laws; 
namely, the reclaiming of arid lands. 
Incidental power developed in reclama- 
tion projects should be sold at its source 
“and on a basis of equality as between 
public and private purchasers,” the state- 
ment said. “It is essential that govern- 
ment enccurage the creation of tax- 
able property and it is the opinion of 
this chamber that private enterprise should 
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be encouraged rather than _ hindered 
by governmental competition,” Sproul’s 
statement declared. “Such a policy,” it 
concluded, “should be followed not only in 
regard to the production and distribution 
of electric energy, but also in regard to all 
other business or enterprise, regardless of 
size or nature.” 

Many witnesses of various state organi- 
zations complained of devious cost alloca- 
tions methods used by the Bureau of 
Reclamation, the divided responsibilities 
among federal agencies in connection with 
federal resources programs, and the use 
of such devices by the government as the 
Collbran formula “to sweeten sour proj- 
ects.” Others had some harsh words for 
the private companies. A representative 
of the California State Federation of 
Labor (AFL) said that labor had found 
it impossible to rely on local interests, 
either public or private, to develop water 
and power resources properly. He viewed 
the administration’s local responsibility 
and partnership program with misgivings. 
He stated that the federal government, in- 
stead of abdicating its responsibilities, 
should concentrate on removing the dupli- 
cation of federal agencies that has enabled 
“special interests to retard the develop- 
ment of cheap hydroelectric power.” 

He accused electric companies of work- 
ing “to throttle down the investment of 
public money” to construct facilities for 
generation and transmission which they 
are able to do as a result of the confusion 
resulting from too many federal agencies 
having a hand in the power question. In 
general, he stated, labor wants a single 
federal power agency, favors public power 
generation, and believes that the federal 
government can produce power at a lower 
rate than private industry can. 


RY co-operation with the federal gov- 
ernment and water users’ associations 
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in irrigation and reclamation projects is 
a definite policy of private companies in 
the Rocky mountain area, E. M. Naugh- 
ton, vice president and general manager 
of Utah Power & Light Company, told 
the task force at its Denver hearing. 
Naughton said the federal government 
should build only those multiple-purpose 
projects which have sufficient and genuine 
reclamation or flood-control benefits and 
he submitted a 3-point proposal for pri- 
vate participation in connection with such 
projects. 

Under Naughton’s proposal, local pro- 
ducers and distributors would be allowed 
to build the powerhouse and generating 
facilities, pay taxes on these facilities, and 
pay for the use of the dam and falling 
water. When construction of such facili- 
ties by local distributors is not feasible, 
they would be permitted to lease the gen- 
erating facilities, or purchase the elec- 
tricity at the powerhouse under long-term 
contracts, without discrimination. The 
charge that investor-owned utilities seek 
to make “unconscionable profits” through 
the purchase and resale of federally 
generated power is absurd, Naughton told 
the task force. He pointed out that, “un- 
der the law, supported by long-established 
regulatory practices, utilities are allowed 
to earn a return only on property owned 
by them and devoted to the service of the 
public.” 


J E. Coretrte, president and general 
e manager of Montana Power Com- 
pany, generally supported the ideas pre- 
sented by Naughton. He spoke at some 
length on the “preference” clauses in fed- 
eral reclamation legislation and charged 
that they have been used “‘in a way that dis- 
criminates against the vast majority of 
electric consumers of the nation.” He cited 
a case in the Missouri basin marketing area 
in which well over 100,000 direct and indi- 


rect customers of Montana Power Com- 
pany are denied equal right to federal 
power where preference favors 7,700 
REA users. He noted that for twenty 
years the federal government has been en- 
gaged in planning power developments, 
despite the surplus of power now in Mon- 
tana and the urgent need for sound rec- 
lamation projects. 


y= respect to regional development 
of water resources in the Missouri 
basin, the overwhelming majority of wit- 
nesses at the Denver hearing favored 
some sort of interstate compact in pref- 
erence to a valley authority modeled on 
TVA. Governor Sigurd Anderson of 
South Dakota, who also heads the Mis- 
souri River States Committee, said he 
supports what is called the “modified 
compact approach” to the problem. He 
said it was “vital and necessary that the 
states concerned be granted equal repre- 
sentation with the federal government 
and that the states’ representatives . . . be 
selected by the states themselves and not 
by the federal government. . . . any plan 
of basin operation modeled after the Ten- 
nessee Valley Authority would generally 
be unacceptable to the people of South 
Dakota.” 

Considerable heat was generated at the 
task force’s hearing in Chattanooga. Over 
sixty witnesses testified at the hearing, 
including representatives of eight private 
power companies. Supporters of TVA 
appeared highly incensed that the merits 
of the giant power authority should be dis- 
cussed at all. Tennessee’s Governor Clem- 
ent called TVA a “civic inspiration and 
an economic touchstone” whose success 
was due to co-operation among federal, 
state, and local agencies. He denied that 
TVA encroaches on states’ rights and ac- 
cused the task force members of being 
prejudiced against TVA. Other witnesses 
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testifying in support of TVA followed 
Clement’s line in opposing any change in 
the status quo. “We think any departure 
. .. from the present system would be a 
mistake,” Clement declared. 

The adequacy of private companies to 
take care of power requirements without 
the help of government-subsidized agen- 
cies was defended by William B. Umstead, 
governor of North Carolina. Umstead 
said experience in his state “justifies the 
faith of the people . . . in the ability of 
private enterprises to supply the needs” in 
the power field. But the former governor 
of Tennessee, Gordon Browning, and 
Governor-nominate James Folsom of Ala- 
bama clearly disagreed. Browning denied 
that TVA is a socialistic enterprise, since 
the greatest beneficiaries have been pri- 
vate industry. Folsom called TVA a suc- 
cessful partnership of federal power gen- 
eration and local distribution, and added 
that it was up to the federal authorities 
to see that it is efficiently operated. 


eerie leveled at the policy and 
philosophy of TVA by R. B. Wilson, 
vice president of Mississippi Power & 
Light Company, is a fair summation of 
the private company viewpoint presented 
to the task force at Chattanooga. Wilson 
emphasized that his company’s relations 
with TVA at the operating level have been 
good. Difficulties have arisen, he said, be- 
cause TVA took the position early that the 
TVA Act empowered it to serve any cus- 
tomers “within transmission distance,” 
which is impossible to define. Unwarrant- 
ed costs were assigned to navigation and 
flood control and not enough to power. 
TVA cities are obligated to take all their 
power from TVA under so-called “cap- 
tive” contracts. 

Wilson also noted that TVA has used 
the requirements of nonpreference cus- 
tomers as justification for additional ap- 
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propriations for new generating stations. 
It has abandoned any pretense that it is 
concerned only with the sale of power in- 
cident to navigation and flood-control de- 
velopment. It has an “absolete power mo- 
nopoly in the area it has pre-empted,” Wil- 
son continued, and makes “no attempt to- 
ward economic justification” of projects it 
desires to build. Moreover, it is free from 
regulation by the government, trans- 
ferring the taxes and cost of money for 
the authority to the taxpayers of the na- 
tion who are not in a position to benefit 
from TVA power. 


ge on to New York, the task 
force soon found itself in the midst 
of a hot wrangle between representatives 
of private utilities seeking authority to de- 
velop power at Niagara Falls and Robert 
Moses, chairman of the New York State 
Power Authority, which wants to develop 
the same site as a state project. Moses was 
particularly angry about the testimony of 
Gwilym A. Price, president of Westing- 
house Electric Corporation, who spoke at 
the New York hearing in support of the 
private development of power on the 
Niagara river. Moses criticized the task 
force for using “utility and electric manu- 
facturing lobbyists seeking inalienable 
state-owned resources at Niagara...” In 
a strongly worded letter to Admiral 
Moreel, Moses stated that the Power Au- 
thority of New York will normally “Buy 
American, but if in order to escape 
manufacturers who interfere with our 
work and play politics, we have to go 
abroad to countries like Switzerland and 
manufacturers who build well, sell cheap, 
and keep their noses clean, I think we 
should do so.” 

The main objection to Price’s views, 
from Moses’ standpoint, was the former’s 
suggestion to the task force that “public 
power should not invade areas where pri- 
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vate companies are willing and able to 
provide adequate service.” Price said the 
whole Niagara project is merely an exten- 
sion of the privately owned facilities in 
operation almost a half-century. “Against 
the acknowledged ability of the five com- 
panies to carry out the project, what do 
the public agencies offer?” Price asked. 
“In the first place, none of the accepted 
public power responsibilities is involved in 
the development of additional electricity 
along the Niagara river. No flood control 
is involved, no irrigation, no navigation, 
no sanitation, or land reclamation. No 
dam is to be constructed as part of this 
project. Nothing new is in the picture to 
provide an excuse for government to step 
in to supplant private enterprise and com- 
pete directly with it.” 


told the task force he was alarmed 
by the argument that because falling 
water is a natural resource convertible 
into electric energy it should be controlled 
solely by the government. Coal is also a 
natural resource convertible into electric 
energy, and so are oil and gas. Is the gov- 
ernment to take over the development of 
all energy from these sources? “A half- 
century of private power operation on the 
Niagara river has done nothing to deprive 
the people of its resources,” Price stated. 
“The scenic beauty of Niagara Falls is not 
threatened. The river’s waters will flow 
at the same rate for either a private or a 
public power plant. Utilization of the wa- 
ter will not differ, no matter who owns 
and operates the plant.” 

In connection with the argument that 
government operation will result in cheap- 
er electricity rates for consumers, Price 
stated that a public power agency would 
not have at its disposal any better engi- 
neering or construction talent than the 
private companies and therefore it could 
hardly build a power plant more cheaply 
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than could private industry. There can 
be no savings in labor, he noted, since it 
is not likely that a public authority could 
obtain the necessary employees by paying 
them lower wages than the private power 
companies. “Despite the competence of its 
managers,” Price continued, “the govern- 
ment could not be expected to operate the 
power plant with any more efficiency or 
know-how than private enterprise. In 
fact, it would have to create a new operat- 
ing organization and new administrative 
and engineering forces, which appear 
quite wasteful in view of the fact that 
skilled organizations already are at hand 
in the private electrical companies.” 


. power could come only be- 
cause a public agency would be ex- 
empt from local, state, and federal taxes 
and licenses, Price pointed out. He noted 
that Governor Dewey, an advocate of 
state development of the Niagara project, 
has admitted that, if all government pow- 
er projects were taxed at the same rate as 
private industry projects, there would be 
no advantage in the government project. 

“Theoretically,” Price explained, “‘pub- 
lic power rates should be lower by the 
amount saved in taxes. However, his- 
torically, the record of government in 
business does not always indicate that it 
provides cheaper services. If rates are 
cheaper, taxes levied by the government 
are higher as a consequence. It has been 
said—and amply demonstrated, I believe 
—that government can give the people 
nothing that it does not first take away 
from them. In the present case, electric 
light bills might be a bit smaller, but un- 
less government has some managerial or 
technological advantage over private en- 
terprise, the consumer’s tax bills must 
rise.” 

In conclusion, Price said there is no 
need for controversy between government 


AUGUST 19, 1954 








PUBLIC UTILITIES FORTNIGHTLY 


and private power interests if certain 
principles are universally accepted. He 
urged the task force to recommend areas 
of responsibility for government and for 
private enterprise in hydroelectric devel- 
opment with a view to taking hydroelec- 
tric power out of politics and putting it in 
the realm of sound business practice. 


a. task force wound up its hearings 
at Portland, Oregon, after listening 
to a variety of arguments from Pacific 
Northwest organizations on the _ best 
method to accomplish comprehensive de- 
velopment of the region. The viewpoint 
of public power advocates was pretty well 
summed up by E. W. Kenney of the In- 
ternational Woodworkers of America 
(CIO). 

Kenney made these points: (1) Pub- 
lic power has contributed to the re- 
gion “the most good for the greatest 
number at the lowest cost”; (2) no pri- 
vate agency can or will sacrifice profits 
solely to provide for “social and economic 
justice”; (3) the CIO, along with some 
public power supporters, opposes the 
“partnership” bills that would modify 
existing plans for Cougar and Green 
Peter dams to permit nonfederal opera- 
tion of power facilities. 

Gus Norwood of the Northwest Public 
Power Association urged the creation of 
regional public corporations to direct de- 
velopment of the Pacific Northwest’s hy- 
droelectric power potential and take over 
operations of the Bonneville Power Ad- 
ministration. The proposed corporation 
would be neither a valley authority nor 
an interstate compact. It would not at- 
tempt to solve the issue of private versus 
public power on the local level—an issue 
which Norwood contended should he de- 


cided by the people in each affected area. 
The organization would have a policy- 
making board of five members appointed 
by the President and confirmed by the 
Senate. It would be financed by tax- 
exempt, federally guaranteed revenue 
bonds. 

The plan contemplates that Congress 
would authorize specific projects, and the 
corporation then would be free to proceed 
with construction at will. 


| ee A. SMITH, attorney appearing 
for Pacific Power & Light, Portland 
General Electric, and Washington Water 
Power companies, spelled out the argu- 
ments for “partnership” development. His 
major arguments were: (1) The federal 
government should permit and encourage 
financing of power facilities by local 
agencies in multipurpose projects; (2) the 
federal government should finance the 
nonreimbursable parts of such projects; 
(3) no new government agency, federal 
or state, “having authoritarian power 
over regional development,” should be 
created; (4) the people served by a utility 
should decide whether that utility should 
be public or private; the federal govern- 
ment should not attempt to influence their 
decision; and the preference clause which 
gives priority of power rights to publicly 
owned utilities should be modified; (5) 
ownership of federal generation and 
“backbone” transmission lines should re- 
main with the federal government, as a 
transfer of such lines to private hands 
would accomplish no great purpose and 
would not increase the Northwest’s power 
supply; (6) local agencies should build 
their own transmission lines to their own 
generating facilities, and in some cases to 
major load centers. 
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The March of 
Events 


“Little Inch” to Be Reconverted 
HE so-called “Little Inch” pipeline 
will once more carry oil instead of 

gas. Such was the aim of the application 

filed by its owner, Texas Eastern Trans- 
mission Company, with the FPC. “Little 

Inch” was originally built by the govern- 

ment during World War II to carry petro- 

leum products from the southwest oil fields 
to the East coast, thereby avoiding the 
wartime submarine dangers to coastal 
tanker shipping. The latest application of 
the present owners of the line contemplates 
reconversion of “Little Inch” for approxi- 
mately 1,168 miles from a point near 

Baytown, Texas, to Moundsville, West 

Virginia. The 20-inch line now transports 

200,000,000 cubic feet of gas a day and on 

reconversion would transport a maximum 

of 235,000 barrels of petroleum products 

a day. 

Texas Eastern will substitute a new 
natural gas pipeline costing $71,814,000, 
which will include approximately 382 
miles of new 24-inch pipeline extending 
from Beaumont, Texas, to connect with 
the company’s 30-inch pipeline at Koscius- 
ko, Mississippi. The new setup is designed 
to achieve greater flexibility for the com- 
pany’s natural gas system, cutting trans- 
portation costs to present customers and 
increasing future capacity. The oil trans- 
portation will be conducted on a common 


221 


a. Foe 


carrier basis and will be subject to the ju- 
risdiction of the Interstate Commerce 
Commission. It was pointed out that the 
“Little Inch” line is not only better suited 
to oil transport and oil market needs, but 
would be ready in time of national emer- 
gency to play its part in defense planning 
without delay or consumption of critical 
materials. “Little Inch” was originally 
purchased from the government with a 
provision for reacquisition and reconver- 
sion to oil transportation if needed for 
defense. 


President Nominates Vogel 
To TVA 


| pena Eisenhower recently nomi- 
nated Brigadier General Herbert D. 
Vogel to the board of directors of the 
Tennessee Valley Authority. The Presi- 
dent is expected to designate him as TVA 
chairman when the Senate confirms the 
nomination. 

Vogel was nominated to succeed Gor- 
don R. Clapp, whose term expired. Vogel’s 
term would become effective August 31st 
when he formally retires from the Army, 
and would run until 1963. 

Senator Lister Hill (Democrat, Ala- 
bama) expressed hope that the committee 
would take “a long, careful look” at the 
nomination, with particular attention on 
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whether Vogel believes in “the wisdom 
and feasibility of the TVA Act.” 


Electric Co-op Bought 


pews state corporation commission of 
Virginia and the public service com- 
mission of West Virginia early this month 
approved the purchase of the Hardy 
County (West Virginia) Light and Power 
Association by the Shenandoah Valley 
Electric Co-operative, the general man- 
ager of the latter group announced re- 
cently. 

The West Virginia co-operative has 
700 customer-members, mostly in Hardy 
county, with some in Pendleton and 
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Hampshire counties. Some private power 
is furnished, but most of it has been sup- 
plied by the Virginia co-op. 

With the neighboring states’ organiza- 
tion having about 285 miles of power lines, 
the Shenandoah Valley Co-operative will 
have a total of about 2,386 miles of lines. 

Shenandoah has a membership of 8,800, 
with an investment of approximately 
$5,000,000 in the larger portions of Rock- 
ingham, Shenandoah, and Augusta coun- 
ties. 

The Rural Electrification Administra- 
tion recommended earlier this year to the 
West Virginia organization that it join the 
Virginia group, the action later being ap- 
proved by its board of directors. 


Georgia 


Rates Frozen 


. [ ‘HE state public service commission 


late last month issued an order freez- 
ing the rates of Georgia Power Company 
under its fuel adjustment clause and re- 
jected an application by the company for 
higher rates. 

The rates increased two one-hundredths 
of one cent per kilowatt-hour—the maxi- 
mum under the original fuel adjustment 
clause—since March, 1953, when the com- 
pany was authorized to gear its rates to 
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power production costs. Any further in- 
creases will depend on future action by 
the commission. 

The proposed rate increase rejected by 
the commission would have amounted to 
only a penny or two on a 12-month basis 
to the average householder, but would 
have represented a proportionately larger 
share for industrial consumers. 

Two one-hundredths of a cent per kilo- 
watt-hour was said to represent about 
$1,250,000 a year in additional revenue 
for the company. 


Maryland 


Gas Rate Case Rehearing 
Denied 


HE state public service commission 
last month turned down a motion for 
rehearing on recent rate boosts granted 
the Consolidated Gas, Electric Light & 
Power Company of Baltimore. 
The commission declared that all “mat- 
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ters and questions” raised by Joseph Allen, 
people’s counsel, in his appeal for new 
hearings already had been thrashed out 
before the rate increase was approved 
June 1st. 

Allen contended that the commission 
had added $6,000,000 to the valuation of 
the utility company’s property, which will 
cost electric consumers $700,000 to $750,- 
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000 a year henceforth. In all, Allen 
held that the utility had been granted 
added revenues of $3,300,000 a year when 
the company should have been allowed to 
raise rates only enough to receive an added 
$1,000,000 a year. 

He urged the public and the state legis- 
lature to take a look at the laws under 
which the commission operates. The com- 
mission “has a very wide discretion” in 
fixing the rate base, he said. 


Fare Increase Approved 


HE state public service commission 
ruled recently on a Baltimore Transit 
Company request for a fare increase that 
had been pending since March of last year. 
It granted a 1-cent fare increase on all 
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city transit lines. Adults now pay an 18- 
cent cash fare and the children’s and stu- 
dent rate was increased from 8 to 10 cents. 
The company had sought a 20-cent fare. 

The commission said the higher rates 
were necessary to “keep the company go- 
ing and enable it to provide the service 
which is so essential to the economic life 
and welfare of the Baltimore metropolitan 
area.” However, it hastened to add many 
reservations about keeping the company 
going with rate increases. 

“We are approaching, if we have not 
already reached, the point where further 
increases will be of little assistance in 
maintaining the financial position of the 
company,” the commission said. 

The company has appealed the decision 
to the state circuit court. 


New York 


Gas Rate Reduction 
Announced 


Y en state public service commission 
recently announced a further reduc- 
tion of $320,000 in rates of four utilities 
supplying gas service in New York city 
and Westchester county. This was the 
third gas rate reduction since January Ist 
for one of the companies and the second 
for the other three, bringing the year’s 
total reductions in metropolitan area gas 
rates to $1,038,500. 

The reductions announced early this 
month will apply to charges for the bal- 
ance of 1954, retroactive to July 10th of 
this year, and will benefit all customers 
other than those paying only minimum 
monthly charges. 

The decreases resulted from invalida- 
tion of the Texas gas-gathering tax, an 
FPC order directing a reduction in rates 
charged by Transcontinental Gas Pipe 
Line Corporation to the four companies 


and a consequent refund to them of excess 
charges paid during the period between 
July 10 and December 31, 1953. Under 
commission rules and company tariffs, re- 
funds so made must be passed on to cus- 
tomers in the form of rate reductions. 


To Complete Gas Conversion 


HE state public service commission 
last month authorized Consolidated 
Edison Company of New York, Irc., to 
convert to straight natural gas service the 
remaining portions of its territory now 
served with mixed gas. The area embraces 
part of the Bronx and all of Manhattan. 
At a public hearing on the matter, com- 
pany testimony was to the effect that about 
1,100,000 consumers are served in the 
area and that close to 1,500,000 appliances 
will have to be converted to the higher 
heat content gas. The total estimated cost 
of the conversion now planned is $27,- 


500,000. 
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The company contemplates the windup 
of its current conversion work in Queens 





new conversions in the Bronx could be 
completed by mid-September. With up- 









Electric Rates Boosted 






HE Cleveland Electric Illuminating 
Company last month received permis- 
sion to increase its rates by $4,200,000 a 
year, and thereby make its rates uniform 








Agree on Merger 
pee merger of the Consolidated Gas 
Utilities Corporation of Oklahoma 
City into the Oklahoma Natural Gas Com- 
pany of Tulsa was approved last month 
by the directors of both companies. 

The terms, subject to the approval of 
stockholders, provide that the stockholders 
of Consolidated will receive eight-tenths 
of a share of Oklahoma Natural common 
for each share of Consolidated common. 

Under applicable corporate law, at 
least two-thirds of the stockholders of 












Court Battles Called off 


HE city of Spokane and Spokane City 
Lines have called a truce in their court 
battles and the city has authorized a com- 
plete and impartial survey of the transit 
system. 
Judge Raymond F. Kelly of Spokane 
county superior court has dissolved an 
order temporarily restraining the com- 
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this month and estimates the first of its 





wards of 1,000 men to be available for the 
work, the company estimates the complete 
conversion can be finished in about forty- 
four months. A survey of customer ap- 
pliances will precede actual conversion. 


Ohio 


in 88 northern Ohio communities. The in- 
crease becomes effective February 9, 1955. 

The commission said $3,710,000 of the 
increase applies to Cleveland customers 
and was approved recently in a city rate 
ordinance. 








Oklahoma 


each company must approve the transac- 
tion. The announcement said there were 
certain investigations and contingencies 
which each of the companies “has placed 
in the contract that must be fulfilled in 
order that the transaction be consum- 
mated.” 

The facilities of both these natural gas 
companies already are interconnected at 
many points, and the announcement said 
that their consolidation “‘will effect great- 
er efficiencies in operation and continuity 
of service.” 








Washington 


pany, a subsidiary of National City Lines, 
from changing bus schedules. The com- 
pany, in turn, has withdrawn its applica- 
tion for a review of the case by the state 
supreme court. 

The city will pay for the survey by a 
“qualified neutral survey firm.” The pur- 
pose of the survey is to provide informa- 
tion for solving the city’s growing mass 
transportation problem. 












Progress of Regulation 


Utility’s Advertising Expense Approved But Efforts to Avert 
Rate Protests Criticized 


Fae company’s application for 
a $53,500,000 increase was allowed to 
the extent of about $11,000,000 by the 
California commission. The company 
contended that the current level of infla- 
tion has resulted in increased prices for 
labor and materials, which in turn caused 
a sharp decline in the rate of earnings. 
The cost of adding new telephones, the 
company said, was $265 per station in 
1935-39 as compared with $447 per 
station in 1951. The rate increase was 
sought to make the company’s securities 
attractive to investors so that capital nec- 
essary for its expansion program would 
be readily obtainable. 


Advertising Expense 


Many protests were made against the 
rate increase. A main subject of protest 
was the level of advertising expenditures. 
Protestants claimed that much of the ad- 
vertising is unnecessary since telephone 
service can be obtained only from this 
company in this area, The company in re- 
ply listed the objectives of its advertising 
program as follows: 


1. To educate the public on how to use 
the telephone. 

2. To recruit new employees to take care 
of the large rate of turnover, par- 
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ticularly among the female em- 
ployees. 

3. To sell telephone service, promote use 
of long-distance service. 

4. To sell classified advertising. 

5. To inform the public of the com- 
pany’s operations, plans, and objec- 
tives. 


The commission noted that in 1952 the 
company’s advertising expense was less 
than three-quarters of one per cent of its 
revenue. The program helped the company 
to obtain sufficient numbers of employees 
to avoid expensive overtime pay, resulted 
in an increase in revenues from directory 
advertising and long-distance service, and 
effected a reduction in the cost of han- 
dling public inquiries. The commission 
concluded that “an expenditure of no 
greater magnitude than this is not exces- 
sive considering the results achieved.” 


Discouraging Opposition 

The propriety of the company’s sending 
its officials to certain individuals and 
groups to discourage appearances before 
the commission, or to dissuade them from 
bringing their protests and problems to the 
commission, was carefully considered. 
The company claimed that its conduct in 
this regard was designed to make all the 
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facts clear to its customers before they 
took a position regarding the matter. 
However, the commission criticized the 
company’s action in these words: 


While applicant claimed a constitu- 
tional right to so do, to interfere with 
a party or a witness in a proceeding 
before this commission is no different 
than such action would be before a 
court. 

The basic public policy underlying the 
function of this commission is to pro- 
vide a place where all public utility cus- 
tomers may come with their problems 
and protests, either formal or informal, 
for consideration and investigation. 
Action which is intended to dissuade 
subscribers from appearing at public 
hearings or filing written statements is 
inconsistent with the policy of this com- 
mission, and, in our opinion, is not in 
the public interest. 


Inflation 


The commission did not consider the 
company’s testimony as to inflation as hav- 
ing any great effect on the issues involved. 
The commission said that people who buy 
securities are charged with the knowledge 
that certain risks will be attached to their 
ownership and that one of the risks is the 
possibility of a decline in the purchasing 
power of the dollar. 

Evidence of the commission’s consid- 
eration of inflation in fixing rates was 
said to be apparent since the company has 
been able to finance itself under reasonable 
terms during the inflationary period, 
shareholders have been compensated to 
some extent through the rights offered 


them with regularity, and the company has 
been recovering in depreciation charges 
the inflated dollars invested in the busi- 
ness. The commission’s remarks on infla- 
tion are summarized in this statement : 


Applicant’s inflation testimony is de- 
signed to support its request for exten- 
sive increases in rates, which would 
result in considerably higher earnings 
and increased common stock dividends 
compared to the commission’s tradi- 
tional allowances. Such action would 
protect only one class of security holder, 
the common stockholder, against the risk 
of loss of purchasing power and not 
benefit the bondholder or preferred 
stockholder. 


Return Allowance 


The return allowed the company was 
6.25 per cent. The return requested by the 
company was 7.6 per cent, an increase of 
2 per cent from the 5.6 per cent return 
allowed in 1948. In awarding the increase 
the commission observed that “‘it is to the 
interests of the subscribers to applicant’s 
service for applicant to be placed in a posi- 
tion where it can meet its capital require- 
ments under reasonable terms.” 

The additional revenues would come 
principally from higher intrastate toll 
rates, higher message unit rates in a large 
metropolitan area, higher foreign ex- 
change rates, increased rates for extra 
directory listings, and exchange reclassifi- 
cation. A request for a statewide increase 
in basic monthly exchange rates was not 
allowed. Re Pacific Teleph. & Teleg. Co. 
Application No. 33935, Decision No. 
50258, July 6, 1954. 


Protest against Closing Crossing Fails 


N order of the New Jersey board di- 
recting a railroad to close a private 
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crossing was affirmed by the state superior 
court. The record indicated that the cross- 
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ing was extremely hazardous but that its 
closing might deprive a protesting munici- 
pality and other persons of valuable in- 
terests in land which would become in- 
accessible. 

The court first affirmed the board’s au- 
thority to close the crossing, then noted 
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that the railroad had been “quite concilia- 
tory in its dealings on the matter,” and 
finally ruled that no man has a vested in- 
terest in the creation or continuance of a 
crossing so hazardous as to constitute a 
nuisance. Bayonne v. New Jersey Board 
of Public Utility Comrs. 105 A2d 417. 


Purchased Gas Adjustment Clause in Gas Rate Schedule 


HE Washington Gas Light Com- 

pany has been authorized by the Dis- 
trict of Columbia commission to provide 
for an automatic rate adjustment to reflect 
changes in the wholesale rate the company 
must pay for gas. There have been sev- 
eral changes in the wholesale rates during 
the past few years and another one is ex- 
pected in the fall. The company proposed 
the purchased gas adjustment provision 
as an inexpensive and simplified method 
of adjusting charges to retail customers in 
accordance with decreases or increases in 
the wholesale price. 

The commission, in considering the 
company’s proposal, was faced with the 
problem of deciding whether regulation of 
retail charges for gas can best be accom- 
plished by the orthodox and lengthy pro- 
ceedings previously followed, or by the 
simplified and shortened method set forth 
in the adjustment clause. It noted that it 
has power to authorize the use of short- 
ened proceedings, pointing out that the 
sliding-scale arrangement under which 
electric rates have been determined for 
many years is well known. It said that 
while the purchased gas adjustment provi- 
sion was not a sliding-scale arrangement, 
it did possess some of the desirable char- 
acteristics in that it afforded a convenient, 
equitable, and inexpensive method of ad- 
justing retail charges. 

Of the total operating and maintenance 
expenses of the company, the cost of nat- 


ural gas is nearly half. The level of the 
wholesale price of natural gas lies beyond 
the control of the company and of the 
commission, it being determined almost 
entirely by federal regulation. The com- 
mission believed that an attractive feature 
of the adjustment clause was that it op- 
erated to incorporate in charges to retail 
customers, decreases and increases in the 
company’s predominant item of expense 
without in any way enlarging the return 
earned by the company. 

Furthermore, the provision would not 
take the place of conventional rate pro- 
ceedings whenever they might be required. 
The commission would reserve the right at 
all times to investigate the levels of the 
company’s retail rates. Whenever investi- 
gation indicated that the rate levels were 
either too high or too low, the commis- 
sion might institute full formal hearings. 
The commission concluded that the ad- 
justment provision was a “financial de- 
vice that may be practicable and advan- 
tageous to the parties interested.” Re 
Washington Gas Light Co. Order No. 
4088, PUC No. 3551, Formal Case No. 
436, June 30, 1954. 


Refund Provision 


In a related proceeding the company 
also received approval of a plan for mak- 
ing credit adjustments representing reim- 
bursement of portions of retail charges 
for gas during a past period. The com- 
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pany had received a rate increase based 
upon the increased cost of purchased gas. 
Subsequently, the Atlantic Seaboard Cor- 
poration, its supplier, had been ordered by 
the Federal Power Commission to refund 
overcharges to the distributing company. 

The company proposed to refund to its 
customers that portion of the refund re- 
ceived from the pipeline company by credit 


on gas bills rendered, based on meter read- 
ings taken on and after a specified date in 
the future. The credits will be made for 
months corresponding to the months dur- 
ing which the company collected higher 
rates from its retail customers. Re Wash- 
ington Gas Light Co. Order No. 4089, 
PUC No. 3517/6, Formal Case No. 437, 
June 30, 1954. 
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Denial of Telephone Service to Lonely Heart’s 
Club Sustained by Commission 


HE California commission dismissed 

a subscriber’s complaint against a 
telephone company’s refusal to restore 
service and dissolved an order giving the 
subscriber temporary relief. The sub- 
scriber operated what has often been de- 
scribed as a “lonely heart’s club.” The 
club membership apparently consisted of 
men and women desirous of making new 
friends. 

The subscriber was convicted of a 
violation of the Penal Code which, among 
other things, related to disturbing the 
peace after testimony was given which the 
commission referred to in the following 
paragraph: 

On February 24, 1954, the officer 
further testified, as a result of a letter 
complaining against Marilyn’s Lonely 
Club which was advertising in a news- 
paper and which advertisement con- 
tained the address 254 South Broad- 
way and the telephone number Michi- 
gan 0861, the police by telephone call 
arranged for a policewoman to call at 


this lonely club upon the pretext that 
she desired membership. The call was 
made by the policewoman, and after 
improper advances by complainant two 
policemen entered and arrested him, 
disconnecting the telephones. The po- 
licewoman testified and verified these 
facts. 


The subscriber complained that he paid 
his fine and needed his telephone to earn 
a livelihood. The commission decided that 
the subscriber had used the telephone “as 
an instrumentality to aid and abet the 
violation of the law” and that the com- 
pany’s action was based on reasonable 
cause. 

The subscriber had obtained the tempo- 
rary order without disclosing his previous 
wrongdoing. The party bringing such a 
proceeding should come “with clean 
hands.” This the subscriber did not do, 
the commission said, in dissolving the 
temporary order. Michael v. Pacific 
Teleph. & Teleg. Co. Case No. 5540, De- 
cision No. 50202, June 29, 1954. 


Newspaper Becomes Twenty-time Loser of 
Telephone Service 


‘ I ‘HE New York supreme court dis- 
missed a newspaper’s petition to com- 
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pel a telephone company to restore serv- 
ice which had been discontinued because 
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of unlawful use; namely, the dissemina- 
tion of racing information. The court 
ruled that the partnership operating the 
newspaper had not shown “a clear legal 
right to the relief required” and that the 
company had “a right to refuse... to 
restore service because in good faith it 
had reasonable ground to believe such 
service, if restored, would be used for 
prohibited and improper purposes.” 

The court noted at the outset that it is 
no longer open to question that telephone 
service may be terminated not only for 
actual bookmaking, but where service is 
used in furtherance of illegal activities. 
The question which the court sought to 
answer was stated in this way: 


If service can be terminated for such 
activity, must the utility wait until the 
occurrence and then remove the service 
or can it refuse to install it in the first 
instance where it has_ reasonable 
grounds to believe that such activity 
would occur? 


The answer to the question is that the 
company need not wait until the happen- 
ing of the illegal act to refuse further 
service. If it acts in good faith upon 
reasonably probable cause, it may refuse 
service. 

The court based its findings of probable 
cause on a history of the subscriber’s use 
of the telephone. This indicated that the 
subscriber had lost the use of 16 trunk 
lines, the facilities of a defunct newspaper 
which it acquired, the facilities of a neigh- 
bor, and the facilities of a newspaper in an 
adjacent county. It was only after all tele- 
phone facilities had been discontinued that 
the subscriber’s unlawful activity ceased. 

Finally, the court noted that the com- 
pany had consulted with law-enforcement 
authorities on the question of restoration 
and that all such agencies recommended 
against restoral. The advice of these agen- 
cies is material on the question of the good 
faith and reasonableness of the company’s 
action. Martinelli et al. v. New York 
Teleph. Co. 129 NYS2d 411. 


Wellhead Rates Fixed by Commission Replace 
Contract Prices 


. ie United States court of appeals 
was called upon to decide whether the 
Federal Power Commission’s order fixing 
minimum prices for gas produced at the 
wellhead should be binding upon parties 
which had previously contracted for lower 
rates. 

The controversy arose out of a contract 
between two companies concerning the 
assignment of certain oil and gas leases 
owned by one. The contract provided that 
the company receiving the assignment 
would account to the other for a percent- 
age of the gas produced at a value of 4 
cents per MCF. 

The commission later promulgated its 
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order fixing a minimum wellhead price for 
gas of 7 cents per mcr. Another order 
raised the price to more than 9 cents. An 
action was brought by the company which 
had assigned the leases, seeking recovery 
of the difference between the amounts due 
under the contract and the rates promul- 
gated by the commission. 

The court decided that the commission 
had statutory authority to fix the minimum 
wellhead rates and that such rates were 
applicable to the contract of assignment. 
The company assigning the lease was en- 
titled to the higher rates fixed by the com- 
mission. The court held that the commis- 
sion order did not violate due process or 
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impair the obligations of contracts in vio- 
lation of the state or federal constitutions. 


Phillips Petroleum Co. v. Cabot Carbon 
Co. 210 F2d 841. 


Rate Case Expenses on Unsuccessful Appeal Excluded 
From Operating Charges 


HE California commission authorized 
a water company to establish higher 
permanent rates for one of its service 
areas although mindful of the fact that the 
company’s system required further im- 
provement. Some of the needed facilities 
might not be completed for about a year. 
The commission deemed it proper to de- 
sign the permanent rates to produce a fair 
return upon a rate base that will accord 
the consumers reasonably adequate serv- 
ice, and to make such rates effective as of 
the time when such service may be assured. 
A return of about 6 per cent was con- 
sidered fair both to the utility and the 
consumer. The rate structure will consist 
of two basic rates, general metered serv- 
ice and seasonal metered service, each of 
which will have the same scale of charges 
and the same quantity blocking, with an 
initial usage block of 500 cubic feet per 
month. Recognizing the lesser year-round 
demands of seasonal users, the schedule 
for seasonal usage will be available for 
ten months’ usage at a lower total mini- 
mum billing than the general service 
schedule. 


Rate Case Expenses 


The commission disallowed as an op- 
erating expense that part of claimed legal 
expenses attributable to the unsuccessful 
review proceeding taken by the company 
from earlier rate orders. It said that rea- 
sonable lesal expenses incurred by a utility 
in a rate case before the primary rate- 
fixing authority are proper operating 
charges because such a proceeding is ab- 
solutely necessary as a condition precedent 
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to rate relief. But, it pointed out, an appeal 
or other review proceeding is optional 
with the utility and is the taking of a cal- 
culated risk. An appeal is not a necessary 
part of due process. When a party takes 
an appeal, according to the commission, 
he subjects himself to the suffering of any 
prejudice flowing from the rejection of 
that appeal. 

The commission concluded that counsel 
fees and other expenses incident to an 
appeal, particularly where such an appeal 
is unsuccessful, should not be charged 
against the ratepayers. It is a risk taken 
by the stockholders. 


Adequacy of Service 


The commission’s staff recommended 
the installation of two storage tanks. To 
counter this recommendation the company 
proposed to install additional water mains. 
The commission conceded that this pro- 
posal had merit from a flow standpoint but 
that it added no storage. A company wit- 
ness admitted that additional storage 
would be beneficial, but claimed that the 
cost should be avoided until consumer 
complaints made the installation of new 
and larger tanks unavoidable. 

The company avowed a “willingness and 
ability to meet service problems,” but the 
pattern of its performance was one in 
which planning and construction budgets 
were prepared on short-term bases and re- 
vised during commission proceedings to 
meet the exigency of the moment. It had 
no long-range plans for the system with 
respect to meeting service problems. In or- 
dering the company to install the addi- 
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tional facilities, the commission said: 


No utility can successfully provide 
the public with adequate service at rea- 
sonable rates by confining its planning 
to such short-range term as the month- 
to-month basis which applicant’s wit- 
ness indicates this system has experi- 
enced. The staff survey of this system is 
perhaps the only over-all study of the 


physical system made by anyone in the 
past six or more years. It has engineer- 
ing value and places in bold relief the 
misfit nature of the essential components 
of applicant’s system. 


Re Citizens Utilities Co. of California, 
Case No. 5465, Application No. 33581 
(As Amended), Decision No. 50250, July 
6, 1954. 


Other Important Rulings 


Water Extension Rule. The Nevada 
commission, in modifying a water exten- 
sion rule, commented that the use of the 
word “shall” when referring matters to 
the commission, instead of the word 
“may,” might prove too confining and 
tend to eliminate private settlement of a 
dispute among the parties involved. Re 
Sterre Pacific Power Co. Case 1233, 
June 2, 1954. 


Shipping Rates Upheld. The United 
States district court would not annul an 
order of the Interstate Commerce Com- 
mission establishing railroad rates for the 
transportation of crushed stone, where 
the evidence showed that the rates offered 
substantially the same inducement to 
shippers for both water and rail trans- 
portation. National Water Carriers Ass'n. 
et al. v. United States et al. (1954) 120 
F Supp 719. 


Railroad Station Discontinued. A rail- 
road was authorized by the New Jersey 
department to discontinue agency service 
at a certain station where the station’s de- 
mand could be satisfied by a part-time 
agent, which an existing labor agreement 
would not permit, and there was sufficient 
alternate public transportation available 
in the area. Re Central R. Co. of New 
Jersey, Docket No. 7969, June 23, 1954. 
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Pipeline Extension. The North Dakota 
commission, in granting a certificate au- 
thorizing construction of a natural gas 
pipeline, decided that it had jurisdiction 
to determine whether a proposed exten- 
sion of a gas transmission line was re- 
quired by public convenience and neces- 
sity, notwithstanding that such line would 
be used to transport natural gas in inter- 
state commerce, since the proposed exten- 
sion lay wholly within the state. Re Mon- 
tana-Dakota Utilities Co. Case No. 5143, 
July 16, 1954. 


Proper Appellate Court. The South 
Dakota supreme court decided that a 
trucking company’s appeal from the com- 
mission’s revocation of an amended certifi- 
cate to transport petroleum products from 
pipeline terminals to certain cities and 
towns could be perfected only in the coun- 
ties where the terminals were located, 
since the controversy originated in such 
counties. Re Heeren Trucking Co. 64 
NWed 292. 


Grandfather Certificate Construed. The 
Colorado commission decided that a 
grandfather certificate which allowed oc- 
casional service throughout the state did 
not give a motor carrier authority to trans- 
port a certain commodity in continuous 
and regular hauls outside the county where 
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the carrier was located, since the original 
grant was intended to offer complete com- 
mon motor carrier service only for the 
county. Re Eveready Freight Service Inc. 
Decision No. 42851, Case No. 5073, June 
29, 1954. 


Carrier's Duty Enforced. A private 
party who has a special interest in the 
matter, and who has complied with a com- 
mon carrier’s safety regulation, com- 
mented the Georgia supreme court, may 
enforce by mandamus the performance of 
the carrier’s duty to receive all goods of- 
fered for transportation which it is able 
and accustomed to carry. Beck & Gregg 
Hardware Co. v. Associated Transport, 
Inc. 81 SE2d 515. 


Limited Authority Arbitrary. The 
United States district court held that a 
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commission may not arbitrarily limit a 
tank truck carrier’s grant of authority to 
towns actually named in the proceeding as 
needing service and exclude many other 
potential places of use located in the same 
neighborhood. E. Brooke Matlack, Inc. v. 
United States et al. 119 F Supp 617. 


Passenger Service Abandonment. The 
Ohio supreme court, in reversing a com- 
mission order which denied a railroad’s 
application to abandon certain passenger 
service, commented that where the public 
demand for railroad passenger service 
sought to be abandoned is so insignificant 
and the loss in maintaining the service is 
so large as to be disproportionate to the 
public welfare, the application for aban- 
donment must be granted. Detroit, Toledo 
& Ironton R. Co. v. Ohio Pub. Utilities 
Commission, 119 NE2d 72. 
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STATE CORP. COMM. v. MOUNTAIN STATES T. & T. CO. 


NEW MEXICO SUPREME COURT 


New Mexico State Corporation Commission 
UV 


Mountain States Telephone & 
Telegraph Company 


No. 5680 
— NM —, 270 P2d 685 
May 8, 1954; rehearing denied June 7, 1954 


P ETITION by commission for court enforcement of order direct- 
ing telephone company to withdraw filed rate increase; 
petition granted. 


Appeal and review, § 6 — Jurisdiction of court — Rate order — Company defiance 
of order. 
1. The court has jurisdiction to determine the reasonableness of a commis- 
sion order, based upon the evidence before it, directing the withdrawal of 
a proposed telephone rate increase, where the company has refused to comply 
with the order, p. 35. 


Rates, § 2 — Nature of rate making — Legislative function. 
2. The court, as such, is not a rate-making body since rate making is a 
_—" function placed by the Constitution in the hands of the commission, 
p. 38. 

Appeal and review, § 69 — Jurisdiction of court — Reasonableness of rates. 
3. The court, on review of a commission rate order, does not have power or 
authority to determine what a fair actual rate is, but it can only determine 
whether the rate order is just and reasonable, p. 38. 


Appeal and review, § 74 — Evidence on appeal — Rate orders. 


4, An appeal by the commission for court enforcement of a rate order which 
a company has refused to obey is not controlled by the substantial evidence 
rule applicable to most appeals, p. 38. 


Valuation, § 27 — Measures of value — Constitutional requirements. 


5. No one of the many formulas from time to time used to determine a rate 
base, such as prudent investment, original cost less depreciation, original cost, 
average investment, present value, current cost, or reproduction cost, is 
imposed by the Constitution upon the commission for use in determining 
rates, p. 39. 


Appeal and review, § 48 — Scope of review — Rate order. 
6. The court, in entertaining an application of the commission for enforce- 
ment of its order directing a telephone company to withdraw filed tariffs 
which the company had placed in effect despite a commission denial order, 
is limited to a consideration of the reasonableness and justness of the order 
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and may not consider whether the old rates were fair and reasonable, p. 










Valuation, § 17 — Rate base determination — Guiding formula. 
7. No single formula which has been evolved out of the history of rate litiga- 
tion should be adopted as the law of the state, since no single formula 
can be achieved which can successfully meet the varying needs of different 
economic levels, p. 42. 

Rates, § 146 — Validity of order — Sufficiency of evidence — Inflation. 

8. A commission order requiring a telephone company to withdraw its 
filed tariff representing an increase in intrastate rates was held to be reason- 
able and just and based upon satisfactory evidence, where evidence indi- 
cated that the rates effected by the company, and the theories and evidence 
offered by the company to the commission, were based consistently upon 
the principles most sympathetic and responsive to inflation, p. 44. 

Valuation, § 39 — Rate base determination — Reproduction cost. 

9. Evidence of reproduction cost estimated over a future period with the 
addition of figures covering telephone plant under construction, materials 
and supplies, and cash working capital, also estimated over a future period, 
although admissible and relevant in a commission proceeding for the pur- 
pose of fixing rates, need not be the basis of the commission’s determination, 
p. 44 

Valuation, § 30 — Basis for computation — Reproduction cost. 

10. The basing of valuation for rate-making purposes during an inflationary 

period primarily upon (1) reproduction cost new figures, and (2) an esti- 

mated period in the future as distinguished from the latest available actual 

figures was considered unsound, p. 44. 


Return, § 26 — Cost of capital — Debt ratio. 


11. Debt ratio is an item for serious consideration for rate-making purposes, 
although the ratio is strictly a matter for management, p. 47. 






































Return, § 35 — Inflation factor — Protection of consumers and investors. 


12. Consumers of utility services are entitled to the same protection against 
inflation produced by governmental policies as are utility owners, p. 53. 


Return, § 24 — Attraction of capital. 
13. The return for a public utility company should be sufficient to enable 
it to obtain funds in the capital markets in competition with other businesses 
of like risk, but it should be no greater than necessary for that purpose, p. 





Rates, § 648 — Evidence — Test period. 


Statement that the commission, in passing upon telephone rates, erred in 
using a calendar year as the test period and in ignoring the latest actual 
figures, p. 54. 
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son, Attorney General, William J. Shepherd, Denver, Colorado, for ap- 
Torrington, Fred M. Standley, Assis- _ pellee. 
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SEymour, J.: On May 22, 1953, 
The Mountain States Telephone and 
Telegraph Company, appellee, filed 
new tariffs with the State Corpora- 
tion Commission of New Mexico, 
appellant, substantially increasing its 
intrastate rates to be charged to New 
Mexico customers; in addition, the 
company advised the commission by 
letter that the new rates would be put 
into effect June 23, 1953. In con- 
formity with all legislative and consti- 
tutional requirements, public hearing 
was had before the commission on the 
proposed increase and, on the 19th day 
of June, 1953, the commission pub- 
lished its findings and order. The 
operative portion of the order directed 
the telephone company to file a notice 
of withdrawal of the proposed rates 
not later than June 22, 1953 (one day 
prior to the effective date thereof), 
and, in any event, forbade the company 
to put such rates into effect. 

On June 23, 1953, the company 
advised the commission that it would 
put the proposed increase of rates into 
effect in violation of the commission’s 
order. 


Pursuant to the duty imposed upon 
the commission by Art 11, § 7, of the 
New Mexico Constitution, the com- 
mission on the following day removed 
the matter to this court for review. 


Of incidental interest is the fact that, 
pursuant to the commission’s petition 
to this court for a restraining order 
against the telephone company, the 
company was required to and did post 
a bond of $1,750,000 to indemnify the 
customers of the company against in- 
jury by reason of the company’s fail- 
ure to abide by the commission’s order. 

In so far as the parties are con- 
cerned, the issue before this court is 
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whether or not the order of the com- 
mission is just, lawful, reasonable, and 
supported by the evidence; from our 
conclusion would flow this court’s 
order directing enforcement or forbid- 
ding enforcement of the commission’s 
order. 

[1] Before considering the issues 
submitted by the parties, there is a 
preliminary question of jurisdiction, 
disposition of which must be made. It 
is urged by neither party ; nevertheless, 
as frequently stated by this court, ju- 
risdiction cannot be conferred by con- 
sent. McCann v. McCann (1942) 46 
NM 406, 129 P2d 646; Davidson v. 
Enfield (1931) 35 NM 580, 3 P2d 
979; Swayze v. Bartlett (1954) 58 
NM —, — P2d —. 

The jurisdictional question is raised 
by two lines of cases stemming from 
Art 11, § 7, of the Constitution; it has 
been contended that they are in con- 
flict in the following respect : 

(1) That Seward v. Denver & R. 
G. R. Co. (1913) 17 NM 557, 131 
Pac 980, 46 LRA NS 242, stands for 
the right of the supreme court upon 
removal from the commission pursuant 
to Art 11, § 7, supra, to determine the 
reasonableness and justness of the 
commission’s order and to enforce, or 
forbid enforcement thereof, after a de- 
cision in the matter on the merits. 
This “rule” has been followed with 
reference to commission orders relat- 
ing to station facilities and railroad 
rates. Kinney v. New Mexico Mid- 
land R. Co. (1923) 28 NM 451, PUR 
1924A 708, 214 Pac 754: Artesia 
Alfalfa Growers’ Asso, v. Atchison, T. 
& S. F. R. Co., 33 NM 468, PUR 
1928D 823, 270 Pac 796; John Beck- 
er Co. v. Atchison, T. & S. F. R. 
Co. (1930) 35 NM 187, 291 Pac 919; 
4 PUR 3d 
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San Juan Coal & Coke Co. v. Santa 
Fe, S. J. & N. R. Co., 35 NM 336, 
PUR1931D 182, 298 Pac 663, and 
(1931) 35 NM 512, PUR1932B 307, 
2 P2d 305; Re Atchison, T. & S. F. 
R. Co.’s Protest of Rates (1940) 44 
NM 608, 107 P2d 123; Re Southern 
P. Co. (1932) 37 NM 11, PUR1933 
C 187, 16 P2d 402; New Mexico 
State Corp. Commission v. Atchison, 
T. & S. F. R. Co., 32 NM 304, PUR 
1927E 176, 255 Pac 394; Re Town 
of Grenville (1941) 46 NM 3, 119 
P2d 632; Re Southern P. Co. (1934) 
38 NM 325, 32 P2d 814; Denton 
Bros. v. Atchison, T. & S. F. R. Co. 
(1929) 34 NM 53, 277 Pac 34. 

(2) That Seaberg v. Raton Pub. 
Service Co., 36 NM 59, PUR1932C 
454, 8 P2d 100, ‘stands for the prin- 
ciple that the supreme court, upon re- 
moval from the commission pursuant 
to Art 11, § 7, supra, cannot review 
the reasonableness of an order by the 
commission establishing rates in a 
properly conducted hearing, since the 
rate-making function of the commis- 
sion is legislative in character, and 
this court, having no legislative power, 
can make no rate. This purported 
rule has been followed with reference 
to electric rates and telephone rates. 
In Re Citizens of Belen & Valencia 
County (1933) 37 NM 165, 20 P2d 
272 ; State v. Mountain States Teleph. 
& Teleg. Co. (1950) 54 NM 315, 88 
PUR NS 388, 224 P2d 155. 

It has been suggested that these 
two lines of thought are in direct 
conflict. The reasoning, the author- 
ities, and the principles upon which 
these cases were determined are dis- 
cussed at length in the cases themselves 
and a paraphrasing of them can serve 
no purpose. For the same reason, 
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we do not set out Art 11, § 7, of the 
Constitution which is readily available. 

Our conclusion on this jurisdictional 
question in the instant case is that 
this court does have jurisdiction to 
determine on the merits the issue posed 
by the parties, namely, the reasonable- 
ness of the commission’s order, based 
upon the evidence before it, directing 
the withdrawal of the proposed rates. 
We find justification for this conclu- 
sion in the exact wording of Art 11, 
§ 7, supra, as it applies to the right 
of removal to this court. In that 
a. the language is: 

in case of failure or re- 
fusal of any person, company, or cor- 
poration to comply with any order 
within the time limit therein, unless 
an order of removal shall have been 
taken from such order by the company 
or corporation to the supreme court 
of this state, it shall immediately be- 
come the duty of the commission to 
remove such order, Any 
company, corporation, or common car- 
rier which does not comply with the 
order of the commission within the 
time limited therefor, may file with the 
commission a petition to remove such 
cause to the supreme court, 
Any party to such hearing before the 
commission, shall have the same right 
to remove the order entered therein to 
the supreme court of the state, as given 
under the provisions hereof to the 
company or corporation against which 
such order is directed.” 

It is apparent from the foregoing 
that every right of removal conferred 
by this section of the Constitution is 
limited to that class of cases in which 
the target of the regulatory power of 
the commission has failed or refused 
to comply with an order of the com- 
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mission. If there is no order of the 
commission requiring obedience, there 
is no right of removal to this court. 
Further, if there is such order, but 
no failure or refusal (including pro- 
spective refusal) to obey such order on 
the part of the company, there is no 
right of removal to this court. 

A reconsideration of the two “con- 
flicting” lines of authority above cited, 
with this general rule in mind, indi- 
cates that the conflict exists only in 
certain broad language used in the de- 
cisions, which language, read in this 
narrower sense, falls into perspective. 


In the Seaberg Case, supra, the rates 
charged by the local company were not 
in issue between the commission and 
the company. The commission had 
issued no order to the company re- 
quiring obedience. Judge Watson held 
that the order was not removable. 

Again in the Citizens of Belen Case, 
supra, over one hundred users of elec- 
tricity and the county of Valencia 
joined in seeking a reduction from the 
commission of the rates of the New 
Mexico Power Company. Again 
there was no order issued by the com- 
mission to the company requiring obe- 
dience. Therefore, no right of re- 
moval accrued. Again, in the recent 
Mountain States Telephone Case, new 
and increased rates published by the 
company to become effective on a cer- 
tain date were approved after hearing 
by the commission. The state sought 
review by removal. There was no 
order requiring obedience followed by 
a failure or refusal of the company to 
obey. The commission and the target 
of regulation were at peace; there was 
no right of removal. 

An examination of the cases in the 
other line of authority where juris- 


diction was taken by this court reveals 
in each case an order of the commis- 
sion requiring obedience and a failure 
or refusal on the part of the company 
to obey. Comprehended in such 
“failure or refusal” is the right of the 
company, within the prescribed time 
limit, to remove the objectionable 
order to this court for orderly review 
without the need of defying the com- 
mission’s order. In re Southern P. 
Co. (1932) 37 NM 11, PUR1933C 
187, 190, 16 P2d 402, 404. This right 
is found in the language quoted above: 

“. , . Any company, corpora- 
tion, or common carrier which does 
not comply with the order of the 
commission within the time limited 
therefor, may file with the commission 
a petition to remove such cause to the 
supreme court, eo 

In the absence of removal by the 
company under this provision, and in 
the face of defiance, the commission 


has the duty, not the option, of re- 
moval. 

In the instant case, we find the order 
of the commission requiring obedience 
and the failure and refusal to obey; 
the company chose in this case to defy 


the order. Pursuant to its constitu- 
tional duty, the commission removed. 
Under these circumstances, we have 
jurisdiction to dispose of the issue 
tendered by the parties. 

A final word on this jurisdictional 
question: It is the feeling of this court 
that adopting the opposite conclusion, 
based upon the language of the Sea- 
berg Case, would be a direct evasion of 
the responsibility placed upon this 
court by the following language of Art 
11, $7, supra: 

“ . . it shall be its (supreme 
court’s) duty to decide such cases 
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(those removed under this section) on 
their merits .’ — (Paren- 
theses ours. ) 

We are conscious of the danger 
implicit in the declaration of a broad 
rule of thumb, such as that stated 
above. General rules of law can fore- 
close relief in proper cases which are 
not foreseen in the limited vision of a 
court’s decision in a specific case. 
With this in mind, it might be well 
to state that, if this theory does not 
withstand the test of time and of ever- 
increasing factual combinations, it will 
be necessary to explore further for a 
proper solution of this problem. How- 
ever, this theory reconciles to our sat- 
isfaction the “conflicting” lines of 
authority and is supported by the 
soundest of those principles of law and 
public policy discussed at length in the 
cases heretofore cited. 


Having determined to deal with the 
issue on its merits, there are certain 


areas of applicable law which have been 
settled by our prior decisions; they 
are: 


[2, 3] (1) This court, as such, is 
not a rate-making body; rate making 
is a legislative function placed by our 
Constitution in the hands of the corpo- 
ration commission. We do not have 
the power or authority to determine 
what a fair actual rate is. Seaberg 
v. Raton Public Service Co., supra. 
We can only determine whether an 
order of the commission of the charac- 
ter hereinafter specified is just and 
reasonable and to be enforced, or the 
contrary. Seward v. Denver & R. G. 
R. Co., supra. 

[4] (2) The appeal comprehended 
in such a removal is not controlled 
by the substantial evidence rule appli- 
cable to most appeals, and in other 
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states, frequently applicable to this 
exact type of case. The constitutional 
duty of this court is: “. to de- 
cide such cases on their merits . . . .” 
The applicable rule was stated by Jus- 
tice Watson in San Juan Coal & Coke 
Co. v. Santa Fe, S. J. & N. R. Co, 
supra [35 NM 512, PUR1932B at p. 
312, 2 P2d at p. 308], as follows: 


“Previous decisions in rate cases 
have developed the rule that the com- 
mission’s order or findings will not be 
disturbed if supported by satisfactory 
and substantial evidence.” Citing Re 
Coal Rates in New Mexico, 23 NM 
704, PUR1918D 182, 171 Pac 506; 
Gilliland Oil Co. v. Atchison, T. & S. 
F. R. Co., 33 NM 638, PUR1929C 
65, 275 Pac 93, 94, and cases cited 
above. (Emphasis ours. ) 

Another facet of the same rule ap- 
pears in the Seward Case [17 NM 557, 
583, 131 Pac 980, 989]: 

“Passing now to the consideration 
of the question raised by the railway 
company, upon the merits of the case, 
we find objections interposed to cer- 
tain specific findings of fact made by 
the commission, the assertion being 
made that such findings are not sup- 
ported by the evidence. While it is 
proper for the commission to make 
findings of fact, still such findings can 
have no force or effect in this court. 
Our Constitution does not require this 
court to consider or give any effect to 
such findings, but enjoins that this 
court shall ‘decide such cases on their 
merits.’ It does not even, as is usually 
the case, make the order of the com- 
mission prima facie just and reason- 
able, but, on the other hand requires 
this court to pass upon the merits of 
the case, without indulging in any pre- 
sumptions. This being true, it is our 
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duty to take the order made by the 
commission and test its reasonableness 
and lawfulness by the evidence ad- 
duced upon the hearing. This court 
forms its own independent judgment, 
as to each requirement of the order, 
upon the evidence; therefore the find- 
ings made by the commission may not 
be justified by the evidence, yet if the 
evidence sustains the reasonableness 
and lawfulness of the order made it 
would be our duty to uphold and en- 
force it. “i 

[5] (3) No one of the many for- 
mulas from time to time used to deter- 
mine a rate base such as prudent in- 
vestment, original cost less deprecia- 
tion, original cost, average investment, 
present value, current cost, or repro- 
duction cost, is imposed by the Consti- 
tution upon the commission for use in 
determining rates. State v. Mountain 
States Teleph. & Teleg. Co., supra [54 
NM 315, 88 PUR NS 388, 224 P2d 
155]. 

[6] With the foregoing in mind, it 
becomes necessary first to determine 
the exact nature of the order before 
us for review. The notice for hearing 
stated the subject thereof as the mat- 
ter of the proposed rates and changes 
to determine the reasonableness, jus- 
tification and lawfulness of the pro- 
posed increases. The order conclud- 
ing the hearing required the with- 
drawal of the proposed rates and 
forbade putting the same into effect. 
The reasonableness and justness of this 
order is the subject of our review. In 
addition to the findings contained in 
the document entitled Commission’s 
Order No. 2208, there were certain 
statements or “findings” in the oper- 
ative portion of the order, namely that 
the new rates were disallowed, that the 


lawful rates were those approved by 
the commission April 28, 1952 (prior 
to the particular hearing), and that 
the proposed rates “shall be illegal, 
null, and void.”” Such statements are 
surplusage and do not widen the scope 
of this review. Our question does not 
include whether or not the old rates 
are fair and reasonable. The telephone 
company, by choosing the method of 
filing a new increased tariff to be 
effective, and made effective, as of a 
definite date, and by placing that tariff 
in effect in violation of the commis- 
sion’s order, has limited our inquiry 
exclusively to the question of whether 
the commission was unreasonable in 
forbidding that particular proposed in- 
crease. The commission set no new 
rates, subjected here to our examina- 
tion. 

At this point, in order that the 
meaning of this decision may be made 
clear, it is necessary to emphasize the 
significance of the preceding para- 
graph. Weare not dealing here with 
a removal by the company to this 
court, which, pursuant to the opinion 
in the Seward Case, supra, would give 
this court the power to remand the 
cause to the commission for further 
action by it; nor are we dealing here 
with a so-called “open filing.” In the 
case of an “open filing,” the utility 
applies to the commission for an in- 
crease, stated usually in terms of a 
lump sum of dollars representing the 
needed additional net operating earn- 
ings. Notice is given and hearing had, 
a decision being based upon evidence 
similar to that introduced in the in- 
stant case. Frequently, the commis- 
sion will not approve the total increase 
but will approve a lesser sum. The 
next step in such an approach is an 

4 PUR 3d 





NEW MEXICO SUPREME COURT 


order to the utility directing it to file a 
schedule of rates calculated to produce 
the approved sum. This is done, a 
hearing had upon the propriety of the 
-schedule, and the rates put into effect. 
This course has never been followed 
by the telephone company in New 
Mexico, and the policy question in- 
volved is certainly one for manage- 
ment and not for this court. How- 
ever, as detailed above, in the instant 
case, the schedule of proposed rates 
was a part of the initial filing; and, 
having been disapproved after a hear- 
ing in which the utility demonstrated 
and attempted to justify the particular 
increase in net operating earnings, the 
company proceeded to put the rates 
into effect in defiance of the commis- 
sion’s order. 

Two cases best illustrate and deter- 
mine our conclusion on this vital point. 
Mr. Justice Cardozo of the Supreme 
Court of the United States was faced 


with an almost identical problem in 
Dayton Power & Light Co. v. Ohio 
Pub. Utilities Commission (1934) 292 
US 290, 3 PUR NS 279, 283, 78 L 
ed. 1267, 54 S Ct 647,650. He stated: 

“At the threshold there is a contro- 
versy as to the scope of the problem 


before us for solution. The appellee 
‘argues that the only question for the 
commission was one as to the reason- 
ableness of the new schedule in the 
very form proposed: Let the rates be 
excessive by ever so little, the schedule, 
it is said, was to be rejected altogether, 
and no other could be substituted. In 
opposition the appellant. urges that this 
is too narrow a construction of the 
function and powers of the commission 
under the applicable statute: if the 
proposed schedule was too high and 
the earlier one too low, there was a 
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duty to fix a rate between, and thereby 
make the compensation adequate. We 
accept this broader view in the absence 
of a ruling to the contrary by the 
courts of the state. It is borne out 
by the terms of the bond and by the 
requirements of the statute under 
which the bond was given; such part 
of the new collections as shall be found 
to be unreasonable, that and no more 
is to be refunded to the customers. It 
is borne out again by the findings and 
the order; the rate is to be returned 
to what it had been before the change, 
and the difference repaid. Finally it is 
borne out by the opinion of the state 
court, which considers upon the merits 
the objections enumerated by the ap- 
pellant in its petition to review the 
order of the commission, and finds 
them all to be untenable.” 

We call attention to the sentence, 
“We accept this broader view in the 
absence of a ruling to the contrary by 
the courts of the state.” Justice Rob- 
erts of our own supreme court, in Se- 
ward v. Denver & R. G. R. Co., supra 
[17 NM at pp. 578, 580], has clearly 
ruled to the contrary in construing 
the scope of the question before this 
court (as distinguished from the ques- 
tion before the commission). He 
stated : 

“Upon the hearing in this court it 
was argued by the attorney general 
that this court had the right to form 
its own independent judgment in the 
matter; that.it was not confined to a 
consideration of the reasonableness 
and lawfulness of the order made by 
the commission, with the power to 
either enforce such order by its judg- 
ment, or refuse to enforce it. That the 
court could, for instance, in a rate 


case, where. the commission had fixed 
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the rate at 2 cents a mile for carry- 
ing passengers, either raise or lower 
the rate by its judgment. That such 
power was conferred by the language, 
‘The said court shall have the power 
and it shall be its duty to decide such 
cases on their merits, and carry into 
effect its judgments, orders, and de- 
crees made in such cases, by fine, for- 
feiture, mandamus,’ etc. 

“Now, if the contention is sound, 
then the provision just quoted invests 
this court with legislative power to fix 
rates. 


“But what is the court to decide on 
the merits? It is the question of the 
reasonableness and lawfulness of the 
order made by the commission, and 
whether the defendant shall be com- 
pelled to comply with such order. It 
is true the Constitution does not pre- 
scribe the question which the court is 
to decide, but we apprehend no other 
question could be involved. If the 
court finds the order reasonable and 
lawful, it enters a judgment to that 
effect and proceeds to enforce the same. 
If it finds it unlawful and unreason- 
able, it refuses to enforce it, and in such 
event the state corporation commis- 
sion may proceed to form a new order, 
if necessary or proper, under proper 
rules to be prescribed by the commis- 
sion.” 


It is true that Mr. Justice Cardozo 
was dealing with the scope of the 
question before the commission and 
Justice Roberts with the question be- 
fore this court. Justice Roberts con- 
cludes the question in so far as it 
relates to the scope of this court’s 
inquiry. We do not decide finally the 
scope of the question before the com- 
mission because decision of that ques- 


tion is not required for disposition of 
this case. Nevertheless, it occurs to 
us, that under the unique constitutional : 
provision pursuant to which our cor- 
poration commission must act, the 
scope of the question before the com- 
mission in each case will be’ deter- 
mined not by a single legal construc- 
tion by this court of the meaning of 
the Constitution, but by the mechan- 
ical methods selected by the utility or 
the commission to present an issue for 
determination. This court is limited 
in its action by the wording of the 
Constitution as to removal and Justice 
Roberts’ decision as related. to that 
wording. The corporation commis- 
sion has the power to adopt rules. and 
regulations addressed to the efficient 
exercise of the powers conferred upon 
it by the Constitution. It would seem 
that rules could and should be devel-. 
oped, calculated to frame issues be- 
fore the commission usefully compre- 
hensive in scope and to result in orders 
so framed that this court’s limited 
power of review can be used more 
effectively in seeking a decision. just 
and reasonable for the parties before 
it. 

It is on the basis of the foregoing 
that we limit our field of inquiry and 
the issues before us. Assuming the 
correctness of this view, it becomes 
unnecessary to burden this decision 
with an analysis in detail of many of 
the figures and computations in the 
record. While this lightens the burden 
on this court, we feel impelled to say 
that, within the limits of our capacity, 
these figures and computations have 
been studied and reviewed in the light 
of other decisions of both commissions 
and courts struggling with the exact- 
ing problem of rate making. The need 
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for fully qualified men on any admin- 
istrative rate-making commission is 
never more clearly demonstrated than 
by an attempt, however conscientious, 
of a court, unskilled and untrained in 
this special field, to test the reason- 
ableness of the decision of a rate- 
making body. 

The conclusion we have reached in 
the instant case is that the order of the 
commission is just and reasonable and 
should be enforced. 

[7] The basis for this conclusion 
can be explained only by a review, 
however brief, of the history of the liti- 
gation revolving around the regulation 
of the rates of public utilities. The 


increased flow of commission and 
court decisions has resulted in a vast 
body of authority which in turn has 
become the subject of review and anal- 
ysis by specialists in the fields of econ- 
omy and law. ‘No purpose would be 
served by abstracting from individual 


cases or individual law review and 
other articles their language and rea- 
soning. Most of the historically im- 
portant cases have been reviewed at 
length by this court in State v. Moun- 
tain States Teleph. & Teleg. Co., supra. 
A study of this field has developed the 
line of reasoning which has led to 
this court’s conclusion. In abbreviated 
form, it is as follows: 

Since 1898 and the case of Smyth 
v. Ames, 169 US 466, 42 L ed 819, 
18 S Ct 418, the courts and the think- 
ing on this subject have taken a well- 
defined number of steps. Each step 
seems to have resulted in an attempt 
to formularize a rate-making process, 
and that attempt is continuing now. 
Basically, in our judgment, this at- 
tempt to achieve a formula, and name 
it, is unsound. 
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Smyth v. Ames, supra, resulted in 
the “fair value” theory. This theory 
has been stated in numerous ways: 
that the utility is entitled to a fair 
return on the fair value of its prop- 
erty, and that the fair value should be 
determined by reference to numerous 
factors among which are original cost 
and reproduction cost, that is, the cost 
of the plant at the time it was first 
dedicated to public use, and the cost 
of reproducing the plant at the time of 
valuation. As this theory developed, 
for several reasons the emphasis fell 
upon reproduction cost as a principal 
method of valuation. One of these 
reasons was a fear of the extravagance 
and wasted money charged to original 
cost in the creation of some of these 
enterprises. Another reason, at least 
on the part of the company in times 
of inflation, would be the magnifying 
of the fair value, and corresponding in- 
crease of allowable rate. 

Variations of the formula of Smyth 
v. Ames, supra, carried through until 
1944 and the case of Federal Power 
Commission v. Hope Nat. Gas Co., 
320 US 591, 51 PUR NS 193, 88 
L ed 333, 64 S Ct 281. This de- 
cision had a forecast of sorts in the 
1923 dissenting opinion of Mr. Jus- 
tice Brandeis in Missouri ex rel. 
Southwestern Bell Teleph. Co. v. Pub- 
lic Service Commission, 262 US 276, 
PUR1923C 193, 67 L ed 981, 43 S Ct 
544, 31 ALR 807, in which he advo- 
cated a theory subsequently named the 
“prudent investment” theory, seeking 
a de-emphasis of the value of the prop- 
erty and a concentration upon the 
amount of capital wisely invested, upon 
which investment the proper basis of 
return should be determined. 


In the Hope Case, supra, the Su- 
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preme Court rejected the fair value 
formula of Smyth v. Ames, supra. 
However, the court did not substitute 
any particular formula for determining 
rates. It did not adopt the prudent 
investment theory of Mr. Justice 
Brandeis or any cost method of valua- 
tion. The opinion used words to the 
effect that the reasonableness of the 
end result was the true test. Regard- 
less, however, of the fact that the Su- 
preme Court in this case refused to 
formularize, we find that a formula 
has been superimposed upon this deci- 
sion and named the “end result” 
theory. 


In the Hope Case, supra, after the 
court determined that the reasonable- 
ness of the end result was the issue 
before it, the decision sustained the 
order of the commission in reducing 
rates for sales of natural gas in inter- 
state commerce on the factual basis 
that in this case investors were receiv- 
ing returns commensurate to the re- 
turns on investments in other enter- 
prises having corresponding risks, and 
that such returns were sufficient to 
assure confidence in the financial integ- 
rity of the enterprise so as to maintain 
its credit and to attract capital. 

Flowing from the end result theory 
of the Hope Case, supra, therefore, 
another formula seems to have evolved 
from the court’s decision, namely, the 
“cost of capital” theory. This theory 
would test the reasonableness of re- 
turns by an inquiry addressed to the 
following points: (1) cost of service 
of debt; (2) dividends comparable to 
like investments; (3) maintenance of 
credit comparable to similarly situated 
companies by consideration of: (a) 
selling price of stock; (b) ability to 
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market stock; (c) ratio of debt to 
equity; and (d) surplus condition. 

Broadly speaking, the commissions 
charged with the original regulatory 
power and the courts designated to 
review the orders of these commis- 
sions have gone through phases of de- 
velopment paralleling and following 
the formulas discussed above. After 
Smyth v. Ames, the commissions and 
the courts bent every effort toward 
determining a fair return upon the 
fair value of the company’s property. 
As heretofore stated, the predominant 
note was reproduction cost value, and 
the work of the commissions and courts 
became a series of complicated math- 
ematical computations. With the im- 
pact of the Hope Case, there has been 
a strong trend back to valuation on 
the basis of original cost less conven- 
tional depreciation. This return to 
original cost is not as much dictated by 
the Hope decision as it is by the easing 
of the task of the commissions and 
courts in dealing with book figures 
rather than calculated figures. This 
court can see no reason why it should 
adopt as the law of this state any 
single formula which has been evolved 
out of this history of litigation. His- 
torically, our economy swings like a 
pendulum and, depending upon the 
point at which the rise or fall has 
reached, the regulatory authorities seek 
a formula which will adjust rates to 
the immediate economic situation. 
Obviously, no single formula can be 
achieved which will successfully meet 
the varying needs of different econom- 
ic levels. 

Parenthetically, the case of Lind- 
heimer v. Illinois Bell Teleph. Co. 
(1934) 292 US 151, 159, 3 PUR NS 
337, 78 L ed 1182, 54 S Ct 658, 
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illustrates the instability of single for- 
mulas. In that case, it appears that 
in 1929, at the peak of an inflationary 
period, the traditional fair value figure 
was $16,000,000 in excess of book 
cost.. Three years later in 1932, the 
book cost figure exceeded fair value 
by $15,000,000. 

Such an over-simplified review of 
important litigation over a 50-year 
period is of no value to a student, but 
is of assistance to this court in reach- 
ing its conclusion. We conceive it to 
be our responsibility to determine 
promptly the exact issue before us 
rather than to attempt to make a 
major step forward in the theories 
of rate regulation. 

Aside from the basic decisions here- 
tofore cited and those discussed in 
State v. Mountain States Teleph. & 
Teleg. Co., supra [54 NM. 315, 88 
PUR NS 388, 224 P2d 155], the 
most.enlightening of the material con- 
sidered by this court is as follows: 
(1951) 37 Va L Rev 699; (1954) 54 
Col L Rev 188; (1950-51) 45 Ill L 
Rev 460; (1952-53) 66 Harv L Rev 
1274; Re New York Teleph. Co. (NY 
1951).91 PUR NS 231. 

[8] Turning now to the record and 
briefs in the case before us, it is proper 
to recognize that in recent years the 
economic pendulum has climbed far up 
an inflationary rise. Bluntly, although 
not critically stated; the rates effected 
by the company, and the theories and 
evidence offered by the company to the 
commission in this case, were based 
consistently upon the principles most 
sympathetic and responsive to infla- 
tion. It is this fact, which we believe 
to be amply reflected in the evidence, 
that causes this court to hold that the 
order of the commission was reason- 
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able and just, and based upon satis- 
factory evidence. 

[9, 10] As a first illustration,: we 
can consider the theory upon which 
evidence was introduced; and _ this 
theory was the basis of the particular 
rates put into effect by the company. 

In the first place, the justification 
of the effected rates, as addressed to 
rate of return, was based primarily 
upon a traditional fair value theory, 
Smyth v. Ames, supra, with the addi- 
tional factor of estimated figures for 
the year of 1953. It will be recalled 
that the hearing took place in June, 
1953. The valuation figure introduced 
by the company, and demanded by it, 
was based exclusively on reproduction 
cost estimated over a future period, 
with the addition of figures covering 
telephone plant under construction, 
materials and supplies, and cash work- 
ing capital, also estimated over the 
year 1953. 

There is little doubt in our minds 
that this evidence was admissible be- 
fore the commission and _ relevant. 
There is equally little doubt in our 
minds that the position of the com- 
pany that such evidence must be the 
basis of the commission’s determina- 
tion is unsound. Based upon this ap- 
proach, the company offered a present 
fair value figure slightly in excess of 
$30,000,000 (estimated 1953) ad- 
dressed, of course, to the intrastate 
property. The company then took the 
old rates and earnings estimated for 
the year 1953 at a figure of $1,305.- 
000, and found a return of 4.35 per 
cent. Great emphasis is laid by the 
company upon figures of this character. 
For purpose of contrast, we can turn 
to the company’s own figures for the 
average (estimated) year 1953 on a 
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valuation by original cost less allocated 
depreciation reserve plus telephone 
plant under construction, material and 
supplies, and cash working capital, as 
stated and estimated by them. This 
figure is $25,354,000. Now, instead 
of using the estimated earnings for 
1953 under the old rate, if we apply 
the estimated earnings under the new 
rate and consider them to have been 
in effect for the full estimated year, we 
find a return of 8.33 per cent. There 
is a vast difference. The company 
plausibly argues that the new rates 
will be in effect only for one-half of 
the year 1953 ; based upon the estimate 
of earnings during 1953 over the pe- 
riod when the rates are actually in 
effect, there would be a return of 6.7 
per cent. However, since we are en- 
deavoring to determine the reasonable- 
ness of an order saying in substance 
that these new rates are exorbitant, 
we can see no reason why our atten- 
tion should be confined to actual earn- 
ings for one-half of 1953. Presum- 
ably, the rates will be in effect for the 
full year of 1954, and the argument of 
the company predicated upon the use 
of actual earnings in 1953, while they 
are insisting upon everything else being 
estimated for the full year of 1953, is 
mathematically plausible but, in our 
judgment, unsound. This approach 
would require that the income in the 
last half of 1953 replace 100 per cent 
the alleged deficit in earnings for the 
first half of 1953 without any regard 
to what such rates will do in 1954. 
Looking for a moment at the con- 
trast between a return of 4.35 per cent 
under the old rates based upon esti- 
mated 1953 reproduction cost, and 
8.33 per cent based upon the compa- 
ny’s own estimated 1953 original book 


cost, with ample allowances for con- 
struction and working capital, it is of 
interest to note a conclusion reached by 
Dr. Joseph R. Rose, the author of the 
1951 Va L Rev article, above cited, 
that there are no cases known to the 
author in which more than 6 per cent 
of traditional fair value (in which re- 
production cost and original cost are 
both given substantial weight) has 
been allowed. On the figures above 
cited of $30,000,000, a valuation based 
almost exclusively on reproduction 
cost estimated in the future, with no 
substantial regard to original cost, the 
proposed rates over a year’s period 
would get a return of 6.95 per cent. 
When we remember that our inquiry 
is addressed to the question of whether 
or not the commission was unreason- 
able in directing the withdrawal of 
these rates, the fact that the rates indi- 
cate a return of .95 per cent in excess 
of that allowed by any known court 
tends strongly to support the rea- 
sonableness of the commission’s or- 
der. 

We have no doubt that there do 
exist cases, using the traditional fair 
value formula, approving a rate of re- 
turn higher than that indicated. Ad- 
mittedly too, there has been a gradual 
increase in allowed rates of return. 
Nevertheless, we find very persuasive 
the conclusion to be drawn from this 
majority thinking. Some of the most 
recent decisions of both courts and 
commissions, using variations of the 
original cost theory, and an abbre- 
viated statement of their conclusions 
are as follows: (It is imperative, of 
course, in the use of this comparison, 
to keep in mind the distinction between 
a traditional fair value rate base and 
an original cost rate base and the 
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variations of these two theories of ar- 
riving at a rate base.) 

New England Teleph. & Teleg. Co. 
v. New Hampshire (1953) 98 NH 
211, 99 PUR NS 111, 97 A2d 213. 
The supreme court of New Hampshire 
here sustained 5.75 per cent of origi- 
nal cost, which the commission had 
allowed. 

Chesapeake & P. Teleph. Co. v. 
Maryland Pub. Service Commission 
(1952) 201 Md 170, 97 PUR NS 50, 
93 A2d 249. The Maryland court of 
appeals sustained a commission order 
allowing 5.75 per cent to 6 per cent of 
a rate base slightly in excess of original 
cost. 

New Jersey Bell Teleph. Co. v. New 
Jersey Dept. of Pub. Utilities (1953) 
12 NJ 568, 100 PUR NS 379, 97 
A2d 602. The court sustained the 
commission in rejecting a rate in- 
crease when the indicated rate of re- 
turn amounted to 6.07 per cent of 
original cost and to 6.37 per cent after 
adjustment. 

Fort Smith v. Southwestern Bell 
Teleph. Co. (1952) 220 Ark 70, 94 
PUR NS 214, 247 SW2d 474. The 
supreme court of Arkansas sustained 
a commission allowance of 6 per cent 
of prudent investment. 

There are a number of recent com- 
mission decisions also of interest: 

The Utah commission, December 
29, 1953 [2 PUR3d 75], authorized 
an increase to Mountain States -Tele- 
phone & Telegraph Company. The 
commission used a net investment rate 
base and then, recognizing that in the 
past actual earnings had failed to 
produce the rate of return allowed by 
it and found to be reasonable, the com- 
mission projected the rate base and 
operating earnings forward to Decem- 
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ber 31, 1953, and viewing the an- 
nounced construction program, ap- 
proved the increase in a sum calculated 
to yield 6.5 per cent. Having reached 
the conclusion, the commission stated 
[2 PUR3d at p. 90]: 

“By such procedure we believe the 
company should be able to earn the 
rate of return (approximately 6 per 
cent) hereinabove found to be just and 
reasonable. It is to be strictly under- 
stood that in using a rate of 6.50 per 
cent at this time we do not find that 
the company is entitled to earnings of 
that magnitude.” 

The Colorado commission on Octo- 
ber 9, 1953 [1 PUR3d 129], author- 
ized Mountain States Teleph. & Teleg. 
Co. to increase rates to yield 6.69 per 
cent on end of period net investment 
rate base. 

The Arkansas commission on Octo- 
ber 5, 1953 [2 PUR3d 1], authorized 
Southwestern Bell Teleph. Co. to in- 
crease rates to yield 6 per cent on 
end of period net investment rate base. 

We have been advised that the 
Washington [100 PUR NS 309] and 
Oklahoma commissions in May of 
1953 authorized rate increases to the 
particular companies involved to 6.1 
per cent on average net original cost, 
and 6 per cent on net investment re- 
spectively. 

In this regard, one or two other 
figures are of interest. The commis- 
sion witnesses developed a fair value 
figure on the company’s property on 
a current cost basis (comparable to 
reproduction cost new), which value 
brought forward to March 31, 1953, 
the latest date at which actual figures 
were available, was $26,260,000. This 
figure is not strictly comparable to the 
company’s reproduction cost figures for 
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a number of reasons, including disal- 
lowance of a substantial amount of 
working capital and a determination 
as of the close of the books March 31, 
1953, with no estimate projected over 
the balance of the year. The rate of 
return on this figure, considering the 
new rates to be in effect for a year’s 
period, would be 8.1 per cent. Finally, 
the last available figures from the com- 
pany’s own evidence at the close of 
the books on March 31, 1953, show 
an original cost less allocated deprecia- 
tion reserve of $23,712,363 (includ- 
ing plant under construction, materials 
and supplies and cash working cap- 
ital) ; on the new rates, again figured 
over a year’s period, the return would 
be 8.9 per cent. 

We are convinced of the unsound- 
ness of basing valuation for rate-mak- 
ing purposes during this inflationary 
period primarily upon (1) reproduc- 
tion cost new figures, and (2) an esti- 
mated period in the future as distin- 


guished from the latest available actual 


figures. There is no question in our 
minds that this is the basis upon which 
the company has predicated the rate 
schedule now in effect in violation of 
the commission’s order. The figures 
given above are solely for the purpose 
of reflecting in general terms the rate 
of return produced by this theory, and 
of indicating one of the lines of reason- 
ing which leads us to the conclusion 
that the commission acted reasonably 
in forbidding the use of the new rates. 

[11] The majority of the forego- 
ing has been addressed to a consid- 
eration of the company’s application 
in the light of the percentage of re- 
turn upon valuation which will result 
from the new rates. Such analysis as 
we have made is addressed to the pur- 


pose of underscoring the inflationary 
approach of the company. With the 
same purpose in mind, consideration 
should be given to the company’s state- 
ment of required net earnings for the 
year 1953, based upon the capital 
structure April 30, 1953. Such con- 
sideration revolves about the cost of 
capital theory. 

The first item is $2,342,000 ad- 
dressed to interest charges on $60,- 
000,000 actual debenture bonds, and 
on slightly over $20,000,000 so-called 
“average” short-term loans at 3.25 
per cent interest. This raises an in- 
teresting query: The testimony shows 
that, as of April 30, 1953, the com- 
pany’s debt ratio was 21.6 per cent 
(disregarding _ short-term _loans) 
which, of course, would leave the ratio 
of equity capital at 78.4 per cent. It 
was admitted that this is a very favor- 
able and conservative ratio as to debt. 
The company contends that an ideal 
debt ratio for the Bell System as a 
whole is one-third. It is further stated 
that, because the operating company 
is a part of the Bell System, an allow- 
ance should be made for this compa- 
ny’s share of the overriding debentures 
of American Telephone and Telegraph 
Company, the parent corporation, 
which would raise the ratio of the 
company to around the desired one- 
third debt ratio. Adding the estimated 
average short-term loans for 1953 
would raise the ratio to 40 per cent. 

The problem is this: Debt capital 
is substantially less expensive to the 
operating company than equity capital : 
(a) the amount paid for debt capital 
is less than one-half that paid for 
equity capital, and (b) interest on debt 
is a deductible expense in determining 
tax liability while dividends on stock 
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are not deductible. Therefore, while 
no debt at all would seem the ideal, 
it would require, under our present 
economy, a great increase in earnings 
(i.e., rates) to sustain such a position. 
By the same token, a very heavy debt 
ratio of 60 per cent or 70 per cent 
would result in cheaper usable money 
for the company and presumably lower 
rates, but would destroy public confi- 
dence in the enterprise and, in the face 
of a disaster like that of 1929, would 
put the company in a very dangerous 
position. The railroad history of 
1929 reflects the hazard of cheap fi- 
nancing by a too-high debt ratio. 
There is much theoretical argument as 
to whether rates should be based upon 
actual debt ratio or an estimated prop- 
er debt ratio, and again it is the belief 
of this court that such a determina- 
tion depends upon the economic facts 
relevant at the time of decision. Be 
this as it may, the existing decisions 
of both commissions and courts, and 
comparisons with other enterprises in- 
dicate that the desired one-third debt 
ratio of the Bell telephone system errs, 
if at all, on the conservative side and, 
while economists disagree, responsible 
ones argue that a debt ratio up to 
50 per cent, taking into consideration 
the debentures of AT&T and the pres- 
ent expansion program, would not 
jeopardize public confidence. In any 
event, we find here only a 28 per cent 
debt ratio (including average short- 
term loans) for this operating com- 
pany, and a 40 per cent ratio taking 
into consideration this company’s 
share in the AT&T debt burden. Debt 
ratio is strictly a matter for manage- 
ment, but its evaluation in fixing rates 
is an item for serious consideration 
by the rate-making body. The ratio 
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being what it is in this case again 
weights the figures presented in favor 
of the company for the proposed in- 
crease. 

The second item of $15,592,000 pro- 
vides for an annual dividend of $8 
per share ($100 par value) on out- 
standing stock. There are several 
ideas of interest in this connection. 
Historical record of the company for 
thirty-seven years shows that an $8 
dividend was paid in only eleven of 
those years and never a higher divi- 
dend. During ten of these years, the 
dividend was $6 or less, and the bal- 
ance of the years, at approximately $7 
a share. The period in which the $8 


dividend commenced was in 1927 as 
the economic pendulum rose toward 
its highest point of inflation. 

It is also interesting to note the 
action of the Public Utilities Commis- 
sion of Colorado in its decision dated 
October 9, 1953 [1 PUR3d 129], 


dealing with the rates of this same 
company. When faced with a similar 
request based on very similar testi- 
mony, the Colorado commission de- 
termined that a $6 annual dividend 
was sufficient. Similarly, it is our un- 
derstanding of the December 29, 1953, 
decision of the Utah commission [2 
PUR3d 75] faced with a request for 
an $8 dividend based upon a 70 per 
cent dividend payout, that the Utah 
commission felt this to be exorbitant. 
Since these commissions were faced 
with the actual problem of rate making, 
the analysis leading to this conclusion 
is incorporated and available in those 
decisions. As of now, the conclusions 
there reached on this particular item 
seem sound to this court, particularly 
in the light of the following item ad- 
dressed to retained earnings. 
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Item 3 relates to retained earnings 
and shows $7,310,000 after about a 
68 per cent dividend payout. In this 
connection, the evidence of the com- 
pany shows a specific need for more 
surplus and a greater amount of re- 
tained earnings than it has been able 
to accumulate in recent years. How- 
ever, a number of things are apparent 
in this regard. First, over a 31-year 
period, AT&T, the parent corporation, 
had an average payout of approx- 
imately 91.1 per cent. That company, 
during the greater part of the time, 
was one of the 50 blue ribbon stocks 
and was paying a $9 dividend. Its 
financial stability has been such as to 
take on the character of being a proper 
investment for the most conservative 
trusts, that is, the characteristics of a 
fixed income security. The parent 


corporation, by virtue of its ownership 
of all or the majority of stock in the 
operating companies, is in a position to 


dictate not only its own dividend pol- 
icies, but those of the operating com- 
panies. Its eminently successful op- 
eration with average retained earn- 
ings over thirty-one years of 8.9 per 
cent suggests that a dividend payout 
of only 68 per cent for this operating 
company, on proposed earnings that 
would allow a dividend of $8 per share, 
would overemphasize the interest of 
the stockholders of the company to a 
point which almost ignores the con- 
sumer, the public, to whom the com- 
mission owes an equal obligation. On 
a more generalized plane, it is inter- 
esting to note that the company’s Ex- 
hibit 16, being entitled Financial Data 
Relating to Fair Return, and ad- 
dressed to the whole company, shows 
at least a slightly increased per cent 
of retained earnings in 1952 over 1951, 


[4] 


and further shows a steady reduction 
in the debt ratio from a point of 53.25 
per cent in 1947 to 37.36 per cent in 
1952, which has been even further im- 
proved in 1953 according to the testi- 
mony of the company. In short, re- 
cent prior rate increases in New Mex- 
ico and other states in which this 
company operates are already improv- 
ing the company’s position along these 
lines. 

The foregoing ideas are addressed to 
the capacity of the company on a com- 
petitive basis to procure equity capital 
upon reasonable terms. In its Exhibit 
15, the company has laid great em- 
phasis on the fact that in the 1930 
stock issue, 96.6 per cent of stock 
offered to the public was subscribed; 
that in the 1946 issue the equivalent 
figure was 96.3 per cent; and that in 
the annual issues from 1948 through 
1953 inclusive, only 38.7 per cent of the 
public offer was subscribed. Not em- 
phasized is the fact that in the past 
two years, substantial increases have 
been allowed in a number of the states 
served by the company in addition to 
three increases in New Mexico alone; 
and that without the increase here in- 
volved, 89 per cent of the public offer 
was subscribed in the 1953 issue. 
Further, the current asked and bid 
prices on the Denver exchange are sub- 
stantially above par, a necessary factor 
for a successful issue, and a factor not 
present in the offerings between 1948 
and 1952, 

Along the same lines, and although 
by no means conclusive of the question 
before us, the auditors’ report for the 
commission covering the calendar year 
1952 shows certain comparisons of to- 
tal states within the operations of the 
Mountain States Telephone and Tele- 
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graph Company. The net operating 
earnings per telephone in New Mexico 
for that year were $13.69, the second 
highest of the eight states, some $4.31 
or 31 per cent higher than the total 
company average; and in the ratio of 
net operating earnings to average 
plant in use and average investment, 
New Mexico exceeded or equalled all 
other states and, in 1952, was appre- 
ciably higher than the total company 
figures. There further appears in this 
audit a showing that for each indi- 
vidual year from 1948 through 1952, 
the dollar net operating earnings per 
telephone in New Mexico substantially 
exceeded the dollar net operating earn- 
ings per telephone of the company as 
a whole. 

It is certainly-true that an unrea- 
sonable result in other states would not 
serve to make reasonable an unreason- 
able result in New Mexico. How- 
ever, a consideration of the successful 
operations of the parent corporation 
and the operating company, and a find- 
ing that New Mexico in most re- 
spects leads in earnings among the 
eight states served by this operating 
company, both support the reasonable- 
ness of the decision of the commission 
in ordering the withdrawal of the new 
rates involving an increase of sub- 
stantially 40 per cent. 

In partial summary, up to this point, 
we have discussed first our disap- 
proval of the basis of valuation de- 
manded by the company, namely, re- 
production cost new projected over a 
future period, and, second, our conclu- 
sion that the aims of the company in 
seeking to justify their required net 
earnings are concentrated on the wel- 
fare of the stockholders to the exclu- 
sion of the interests of the consumers. 
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And, as a corollary to the last conclu- 
sion, we have called attention to the 
fact that New Mexico consumers, un- 
der the old rates after three increases, 
are carrying a greater share of the 
total company burden than the other 
seven states (with one possible excep- 
tion) served by this operating com- 
pany. 

Knowing that the financial welfare 
of the company is in itself a matter of 
ultimate interest to the New Mexico 
consumer, and in an effort to test in 
a general way our conclusion in the 
instant case, we digress briefly to 
discuss certain specific problems in 
rate making peculiar to the Bell sys- 
tem. 

The system is composed of Amer- 
ican Telephone and Telegraph Com- 
pany, the Western Electric Company, 
and twenty-two associated operating 
companies, among which is Mountain 
States Telephone and Telegraph Com- 
pany. The parent corporation controls 
the entire system, owning all or a 
majority of stock of nineteen of the 
associated companies, a substantial 
minority in the other three, and all 
or almost all of the stock of West- 
ern Electric. Western Electric is the 
manufacturing and supply agency of 
the system. American, itself, supplies 
expert services of various kinds to 
the associated companies under a li- 
cense agreement and, further, through 
its long lines division furnishes long- 
distance interstate telephone services 
with the collaboration of the associated 
companies. 

In determining the reasonableness 
of the commission in forbidding the 
use of the new rates, three problems 
peculiar to the organization of the Bell 
System have at least a bearing upon 
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the figures furnished by the operating 
companies to the state commissions, 
on which figures fair rates must be es- 
tablished. 

The three basic telephone services 
are local exchange, intrastate toll, and 
interstate toll. As stated by Dr. 
Joseph R. Rose in the above cited Va 
L Rev: 

“Interstate calls originate and ter- 
minate on the same equipment used by 
the associated companies in rendering 
intrastate services ; Intrastate 
services and rates are subject to regu- 
lation by the state commissions while 
interstate operations are within the ex- 
clusive jurisdiction of the Federal 
Communications Commission. In 


regulating intrastate rates, therefore, 
the state commissions must segregate 
intrastate from interstate property and 
expenses. 
designated as separation.” 
Rev at p. 728. ] 


This process is commonly 
[37 Va L 


This separation has been one of 
the most difficult areas in which state 
commissions are required to move. A 
Separations Manual has been prepared 
and put into general use by the tele- 
phone companies and the Federal 
Communications Commission, and has 
been generally accepted by the state 
commissions. The development by 
our commission of their own separa- 
tions manual is almost a practical im- 
possibility at this time. Therefore, the 
commission .must accept in substance 
the separation formulas handed them 
by the telephone company. We men- 
tion this only because the consensus of 
opinion is to the effect that the formu- 
las of the manual are unfair to the 
intrastate units. As one example of 
this, it is generally true that the earn- 
ings on interstate toll have shown a 


higher rate of return than has intra- 
state toll. Moreover, the history of 
state commissions in recent years has 
shown a continual application for and 
granting of increases in intrastate 
rates, whereas, at least until recently, 
the Federal Communications Commis- 
sion was considering a lowering of 
rates on an interstate basis. This sit- 
uation becomes more understandable 
when we disregard the corporate fiction 
and recognize that AT&T, the parent 
corporation, owns the majority of the 
stock of the operating company and 
has, as one part of its own organiza- 
tion, the profitable long lines depart- 
ment. Simply stated, the result would 
be increased earnings to the parent 
corporation by having the subsidiary 
intrastate units carry more than their 
fair share of the expense of interstate 
operations. We cannot ask our com- 
mission now to investigate with par- 
ticularity this phase of the question. 
Indeed, our commission has no power 
to require production of the books and 
figures of the parent corporation ; nev- 
ertheless, this court may consider the 
weight of informed judgment that, in 
this area, the intrastate figures pro- 
duced by the company are weighted in 
favor of higher rates. 

The Separations Manual discussed 
above is one of the problems in rate 
making peculiar to the Bell System. 
There are two others; one of these 
is the determination of fair or reason- 
able compensation for services fur- 
nished the associated companies by 
AT&T, the parent corporation, under 
a license contract. The payment for 
services under this contract is at the 
approximate rate of one per cent of 
the gross local and toll service reve- 
nues. There is substantial evidence 
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that the benefits received by associated 
operating companies are worth this 
amount to the associated companies. 
Assuming this, a part of that contract 
is an agreement that the parent com- 
pany maintain a centralized pool of 
funds from which the operating com- 
panies may obtain loans when they 
need cash. Loans are available on re- 
quest for repayment at any time, with 
a current rate of interest at 3.25 per 
cent. In the figures offered by the 
company, working capital was includ- 
ed in the company’s valuation of its 
property at a substantial figure and, 
as best we are able to determine, on 
the basis of the New Mexico unit op- 
erating alone. It may well be that this 
is a proper accounting practice and a 
sound business practice; nevertheless, 
it remains a fact that this New Mexico 
operation need not have in the bank at 
any given time any actual number of 
dollars. The availability of working 
capital from the parent corporation on 
the terms specified in the license con- 
tract certainly raises the question of 
whether there should be figured in the 
rate base the total amount of working 
capital that would be required by a 
single unassociated corporate venture. 
Some commissions exclude working 
capital from the rate base. Our com- 
mission, in its figures, drastically re- 
duced the amount claimed as working 
capital. However, in all of the figures, 
save one, of those used above, the 
company’s figure for working capital 
was included. Here, again, we are en- 
titled to be conscious of the weighting 
of this item in favor of the company. 
In the Bell System, one of the as- 
sociated corporations is Western Elec- 
tric, which manufactures and sells to 
the operating company all of its equip- 
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ment. Evidence produced by the com- 
pany would indicate that the prices 
paid are fair and that the earnings of 
Western Electric, owned in its entirety 
by the parent corporation, AT&T, are 
reasonable. It is possible that this 
should conclude any question on this 
point. Nevertheless, here again the 
parent corporation has all of the earn- 
ings of a subsidiary, which subsidiary 
in turn has a “guaranteed” customer 
and the customer has a complete mo- 
nopoly on the end product. There is 
no doubt that this arrangement is bene- 
ficial to both the operating company 
and to the parent. The same is true 
of the availability of operating capital 
discussed above. Nevertheless, we are 
not required to close our eyes to the 
fact that the health and earnings of 
the parent company are related to a de- 
termination of fair rates for the New 
Mexico operation. Again stating a 
conclusion in very general terms, there 
seems to be a conflict between the fi- 
nancial standing, strength, and integ- 
rity of AT&T, and the current appli- 
cations by its operating companies in 
every state in the union for increased 
rates from intrastate properties, with 
emphasis on the proposition that their 
property is being confiscated. The 
standing of the parent corporation and 
the program of expansion, which is 
enormous in size and being currently 
followed, are not in harmony with the 
claim of confiscation. 

This. company has been before the 
commission on three different occa- 
sions, in 1947, 1949, and 1951, ap- 
plying for and getting rate increases. 
The present increase is just under 40 
per cent. Historically, if for no other 
reason, this application would give 
pause to the commission and, unless 



























it is the obligation of the commission 
to protect the company against the im- 
pact of inflation, such an increase de- 
serves the closest scrutiny. 

Going further along general lines, 
the company’s exhibits show an enor- 
mous expansion program which has 
resulted in an increase of the telephone 
plant of the company as a whole of well 
over 100 per cent between 1946 and 
1952. New Mexico has had at least 
its proportionate share of this growth. 
In the rate base offered by the compa- 
ny bottomed on the estimated average 
year 1953, there has been included 
planned construction. Of course, this 
is management’s problem and the con- 
struction can be performed or not, pur- 
suant to management’s best judgment. 
We question, however, the right of the 
company to call upon the customer to 
finance this proposed construction ex- 
clusively upon the basis of the decision 
of management. It is true that this 
public utility is required by law to 
furnish adequate and efficient service 
to the public. It is also true that the 
fast growth of New Mexico has re- 
quired a great expansion of the com- 
pany’s services. We do not believe, 
however, that unlimited expansion, 
even in the name of service, is required 
by this law. Obviously, the company 
is not required by law to furnish tele- 
phone service to some individual who 
chooses to settle in such a remote 
spot that the income from service fur- 
nished will have no relation to the in- 
vestment of the company. We do not 
say that the expansion of the com- 
pany has not been reasonable; we do 
say that management has the responsi- 
bility of measuring its expansion and 
limiting it with regard to many factors, 
among which are the interests of 
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present consumers as well as those of 
stockholders, and with an eye to the 
economic future. It is interesting to 
note that the year in which the $8 
dividend per share was being paid by 
the company was one of the eras of its 
slowest expansion, and that the low- 
est dividends paid have been during 
an era of greatest expansion. 

[12, 18] There are perhaps two 
principal concepts which cause this 
court to enforce the order of the com- 
mission. The first has been well ex- 
pressed in the decision of the New 
York Public Service Commission in 
Re New York Teleph. Co., supra [91 
PUR NS at p. 248], as follows: 


“There is a still more fundamental 
approach to this problem. The com- 
pany’s economic witnesses argue—and 
correctly—that inflation is dangerous 
to the economy of the country; and 
they state that there are certain privi- 
leged classes who have been insulated 
against its effects—notably labor and 
the farmer. They would add to these 
claimed privileged classes another, that 
is the investor in utility equities. The 
solution to the problem is not in cre- 
ating privileged classes. It is in treat- 
ing all alike. If it were within our 
power to insure utility investors 
against inflation, we would simply cre- 
ate a class (according to the compa- 
ny’s testimony, another class) who 
would have no interest in combating 
it and who might even profit by it. 
As a matter of elemental justice, con- 
sumers of utility services are entitled 
to the same protection against inflation 
produced by governmental policies as 
are utility owners.” 

The second concept may be simply 
stated: That, while the return for the 
utility should be sufficient to enable it 
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to obtain funds in the capital markets 
in competition with other businesses of 
like risk, that return should be no 
greater than necessary for that pur- 
pose. In our judgment, the rates ef- 
fected by the company are greater than 
necessary. 

In view of this court’s approach to 
the particular case, it becomes of the 
greatest importance to state in conclu- 
sion certain principles. A failure to do 
so opens the door to a misuse and mis- 
application of the ideas heretofore 
expressed. 

Our investigation has been ad- 
dressed solely to the question of wheth- 
er there was satisfactory evidence to 
support the reasonableness and just- 
ness of the commission’s order in di- 
recting a withdrawal of the increased 
tariffs. Specifically, it has not been 
addressed to the question of what con- 
stitutes a fair rate. The distinction is 
more than one of words. Had the 


reasonableness of the old rates been 
among the questions presented, it 
would have been necessary to consid- 
er and test many figures and compu- 


tations included in the record but 
omitted in this decision. Further, the 
very nature of calculating a fair rate 
would strictly limit the rate-making 
body, and perhaps this court, in its 
consideration of many of the general 
ideas which in part support the con- 
clusion of this court on the question 
submitted to it. 

Improperly interpreted, this opin- 
ion might be considered an attack upon 
and condemnation of the company by 
reason of its association with the Bell 
System or, otherwise stated, an at- 
tack upon big business. On the con- 
trary, the benefits accruing by this 
association to the operating compa- 
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nies, to their stockholders, and to the 
general public, the customers, are read- 
ily apparent. A commission or court 
with a punitive attitude toward the 
size and strength of the Bell System 
could not perform its statutory or con- 
stitutional duties. In this regard, the 
record reflects such a punitive attitude 
in some of the proceedings before the 
commission and, had the question 
posed been a different one, it might 
well have led the commission to an 
erroneous conclusion. However, the 
consideration given in this opinion to 
the Bell System as a whole is based 
upon this fact: That AT&T, by virtue 
of its ownership of stock in the operat- 
ing companies, Western Electric (sup- 
plies), and its ownership of the long 
lines segment of its telephone business, 
is able to control the fiscal policies of 
the operating companies. To say that 
this court, in answering the question 
presented, is bound by the corporate 
fiction and cannot look beyond the 
boundary of New Mexico is an arbi- 
trary limitation which we will not ac- 
cept. 

Further, in fairness to the company, 
it is appropriate to say that there is 
grave doubt in our minds as to the 
adequacy of the old rates and the fair- 
ness of the commission’s findings that 
such rates are adequate. In our judg- 
ment, the commission erred in a num- 
ber of respects. It used the calendar 
year 1952, 1953 as the test period and 
almost completely ignored the latest 
actual figures as of March 31, 1953. 
It gave less than adequate considera- 
tion to estimates for the last three- 
fourths of 1953. There were other 
errors. Parenthetically, the commis- 
sion may have erred in favor of the 
company in its handling of property 
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under construction and interest during 
construction as incorporated in deter- 
mining a rate base. There is danger 
of allowing a double return in handling 
these figures. Thorough analysis of 
this problem appears 37 Va L Rev 708, 
709. However, the question of wheth- 
er or not the old rates are confiscatory 
is not presented to us here. By reason 
of the mechanics of this removal, the 
question of confiscation here can assist 
the company only if we should deter- 
mine that anything less than the rates 
effected by the company is confisca- 
tory. We do not find this to be true. 
We are aware of the narrowness of the 
question to which we have limited our 
consideration. In our own minds it 
is not only justified by the terms of the 
constitutional provision, but it is neces- 
sary because of the results that would 
flow from a different interpretation 
of the scope of the question before us. 
If we considered the reasonableness or 
confiscatory nature of the old rates in 
the instant case as it comes to us on re- 
moval, not by the company but by the 
commission, nonenforcement of the 
order would result in the capture for 
all time of the moneys collected by the 
company under increased rates (re- 
gardless of the amount thereof) put 
into effect in defiance of the commis- 


sion’s order. Had the company re- 
moved, this court would have had 
greater flexibility of action. In such 
case, “. the supreme court may, 
upon application in its discretion, or 
of its own motion, require or author- 
ize additional evidence to be taken in 
such cause; but in the event of removal 
by the commission, upon failure of the 
company . . . , no additional 
evidence shall be allowed.” Article 11, 
§ 7, NM Const. 

In view of the foregoing, it is the 
judgment of this court that the com- 
mission’s order be enforced and that 
the company be required to comply 
therewith within thirty days from the 
filing of this opinion; and it is further 
ordered that said company be and it 
hereby is ordered to refund, either by 
credit or in cash, to the telephone users 
in this state the amount of the differ- 
ence in rates and charges for telephone 
service between the schedule in effect 
immediately prior to June 23, 1953, 
and the schedule of rates put into effect 
on June 23, 1953. 

It is so ordered. 


McGhee, CJ., Sadler and Compton, 
JJ., and Federici, DJ., concur. 


Lujan, J., not participating. 
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WISCONSIN PUBLIC SERVICE COMMISSION 


Re Annaton-Preston Telephone Company 


Additional applicants: Farmers Telephone Company, Fennimore 
Telephone Company, Platteville Telephone Company, 
and Peoples Telephone Company 


2-U-4160 
May 7, 1954 


lish standard toll rates and abandon a jointly owned toll 
line; approved. 


A PPLICATION by telephone companies for authority to estab- 


Service, § 275 — Telephone companies — Jointly owned toll line — Abandonment. 
1. Two telephone companies should be authorized, in the public interest, 
to abandon a jointly owned toll line which duplicates the facilities of an- 
other company, where the abandonment will result in economies and lower ~ 
the over-all cost of service, p. 58. 

Discrimination, § 181 — Telephone companies — Toll messages. 

2. A telephone company’s practice of charging less for toll messages to a 
certain exchange than for messages to other exchanges of comparable dis- 
tance is unreasonable and unjustly discriminatory, p. 58. 

Discrimination, § 165 — Telephone companies — Free interexchange service. 

3. A telephone company’s practice of permitting unlimited interexchange 
service without toll charge between certain exchanges is unreasonable and 
unjustly discriminatory where the costs of such service are not equitably 
apportioned to the subscribers using the service but are borne by all sub- 
scribers of the exchange, p. 58. 


¥ 


By the Commission: Joint applica- 
tion by the above-named telephone 
utilities was filed on December 14, 
1953. 

Pursuant to due notice hearing was 
held on February 19, 1954, at Lancas- 
ter before examiner Rolfe E. Hanson. 


APPEARANCES: Annaton-Preston 
Telephone Company, by Earl Murray, 
President, Montfort; Farmers Tele- 
phone Company, by Francis N. Will- 
komm, Manager, Lancaster; Fenni- 
more Telephone Company, by Glenn 
Rowden, Manager, Fennimore; Platte- 
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ville Telephone Company, by L. J. 
Robertson, Manager, Platteville ; Peo- 
ples Telephone Company, by John E. 
Welch, Secretary and Manager, Mt. 
Hope; of the commission staff: W. H. 
Evans, rates and research department. 

The commission finds the essential 
evidentiary facts herein to be the fol- 
lowing : 

1. The Platteville Telephone Com- 
pany and the Farmers Telephone 
Company own a joint toll line between 
Lancaster and Platteville which dupli- 
cates facilities owned by the Wisconsin 
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Telephone Company. The physical 
condition of this circuit is poor, and 
the quality of transmission is below 
standard. The line must be rebuilt or 
abandoned. The initial period station- 
to-station rate for messages sent over 
the substandard circuit is 10 cents, 
whereas the rate for messages sent 
over the Wisconsin Telephone Com- 
pany circuits is 20 cents. The com- 
mission is requested to approve aban- 
donment of the jointly owned circuit. 

2. The Annaton-Preston Telephone 
Company does not object to changes 
in toll rates proposed herein by the 
other parties but desires to withdraw 
its application with respect to making 
standard toll rates applicable to its 
own exchanges. 

3. The Fennimore Telephone Com- 
pany owns a toll circuit connecting its 
Fennimore exchange with the Lan- 
caster exchange. The rate for initial- 
period station-to-station messages 
originating in Fennimore and termi- 
nating at Lancaster is 10 cents, or 5 
cents less than the rate to other ex- 
changes of comparable distances called 
by Fennimore subscribers. The Farm- 
ers Telephone Company applies the 
same rate as Fennimore Telephone 
Company for toll traffic in the opposite 
direction. 

4. The Peoples Telephone Company 
of Mt. Hope renders unlimited inter- 
exchange service from its Blooming- 
ton and Mt. Hope exchanges to Lan- 
caster. An analysis of the Mt. Hope- 
Lancaster service indicates that 18 
out of 223 subscribers at Mt. Hope 
made a majority (51.8 per cent) of the 
calls and that 54 other. subscribers 
made the balance of the calls, whereas 
151 or 67.7 per cent of the subscribers 
did not use the service in the test peri- 


od. The analysis of the Bloomington- 
Lancaster service shows that 33 out of 
382 subscribers made a majority of the 
calls (64.0 per cent) and that 85 other 
subscribers made the balance of the 
calls whereas 264 or 69.0 per cent of 
the subscribers did not use the service 
in the test period. The cost of main- 
taining the toll circuits is assessed to 
all subscribers and recovered in the 
exchange rates. 

5. The Farmers Telephone Compa- 
ny presently offers unlimited interex- 
change service from its 5 exchanges 
(Lancaster, Potosi, Glen Haven, Cass- 
ville, and Beetown) to all 6 exchanges 
of the Peoples Telephone Company of 
Mt. Hope (Bagley, Bloomington, Mt. 
Hope, Mt. Ida, Patch Grove and 
Woodman). The distances range 
from 6 to 28 miles and the routing of 
calls involves the use of from 2 to 4 
switchboards. Toll rates prevail in the 
opposite direction except for Bloom- 
ington to Lancaster and Beetown; 
Bagley to Glen Haven; and Mt. Hope 
to Lancaster. The Peoples Telephone 
Company requests the elimination of 
unlimited interexchange service with- 
out charge from its Bloomington and 
Mt. Hope exchanges to Lancaster (see 
4 above), which would reduce the un- 
limited interexchange points to Bloom- 
ington-Beetown and _ Bagley-Glen 
Haven. The latter exchanges have a 
close community of interest, particu- 
larly with respect to the farm subscrib- 
ers residing between the exchanges. 

An analysis of the toll messages 
originating on Farmers Telephone 
Company’s lines and destined for Peo- 
ples Telephone Company’s exchanges 
reveals that 85 per cent or more of the 
subscribers did not use the service in 
the test period and that at 19 of the 28 
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unlimited service points 95 per cent or 
more of the subscribers failed to use 
the service. 

The cost of this service has been 
borne by all subscribers because it has 
been included in costs when fixing ex- 
change rates. 

The commission finds: 

[1] 1. That the abandonment of 
the toll line between the Platteville and 
Lancaster exchanges which is jointly 
owned by the Platteville Telephone 
Company and the Farmers Telephone 
Company and which duplicates facili- 
ties of the Wisconsin Telephone Com- 
pany is reasonable and consistent with 
the public interest and will result in 
economies in expenses which will low- 
er the over-all cost of service. 

[2] 2. That the present practice 
of the Fennimore Telephone Company 
in charging less for toll messages origi- 
nating in Fennimore and terminating 
at Lancaster than for messages to 
other exchanges of comparable dis- 
tances is unreasonable and unjustly 
discriminatory and that the Farmers 
Telephone Company’s identical rate 
for messages in the opposite direction 
is unreasonable and unjustly discrimi- 
natory. 

[3] 3. That: 

a. The present practice of the Peo- 
ples Telephone Company in permitting 
unlimited interexchange service with- 
out toll charge from its Bloomington 
and Mt. Hope exchanges to the Lan- 
caster exchange is unreasonable and 
unjustly discriminatory in that the 
costs of such service are not equitably 
apportioned to the subscribers using 
said service but are borne by all sub- 
scribers of the two exchanges irrespec- 
tive of whether or not they use the 
service. 
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b. There is no close community of 
interest between the Bloomington-Mt. 
Hope exchanges on one hand and the 
Lancaster exchange so as to warrant 
unlimited interexchange service with- 
out toll charge. 

4. That the present practice of the 
Farmers Telephone Company in per- 
mitting unlimited interexchange serv- 
ice from its 5 exchanges to each of 
the 6 exchanges of the Peoples Tele- 
phone Company irrespective of dis- 
tance, community of interest, or the 
equitable distribution of the cost of the 
service to the subscribers who use the 
service is unreasonable and unjustly 
discriminatory. 

5. That the present unlimited inter- 
exchange service rates between the 
Bloomington exchange of the Peoples 
Telephone Company and the Beetown 
exchange of the Fennimore Telephone 
Company and between the Bagley ex- 
change of the Peoples Telephone Com- 
pany and the Glen Haven exchange of 
the Farmers Telephone Company are 
reasonable and just and there is no 
showing that there is not a commu- 
nity of interest existing between said 
exchanges. 

The commission concludes : 

That it has jurisdiction under §§ 
196.03, 196.20, 196.22, 196.37, 
196.63, and 196.81, Statutes, to enter 
an order herein and such order should 
be issued. 


ORDER 


The commission therefore orders: 

1. That the Farmers Telephone 
Company and the Platteville Tele- 
phone Company abandon the jointly 
owned toll line between Lancaster and 
Platteville upon certification that rea- 
sonably adequate alternate facilities are 
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available to carry traffic now routed 
over said circuit. 

2. That the Fennimore Telephone 
Company withdraw its presently filed 
toll rates for messages originating in 
Fennimore and terminating in Lan- 
caster and substitute therefor effective 
the first billing date subsequent to the 
date of this order concurrence in the 
intrastate toll rates of the Wisconsin 
Telephone Company. 

3. That the Peoples Telephone 
Company make effective as of June 1, 
1954, for all toll messages originating 
in its Bloomington and Mt. Hope ex- 
changes and terminating in Lancaster 
the intrastate toll rates of the Wiscon- 
sin Telephone Company. 


4. That the Farmers Telephone 
Company (Lancaster) withdraw its 
presently filed toll rates and substitute 
therefor effective June 1, 1954, con- 
currence in the intrastate toll rates of 
the Wisconsin Telephone Company for 
all Wisconsin toll points with the ex- 
ception of the following : 


Unlimited Interexchange Service 
without Charge: 


1. Between all exchanges of the 
Farmers Telephone Company." 

2. Beetown to Bloomington.’ 

3. Glen Haven to Bagley.? 

4. Potosi to Dickeyville.* 





1 Represents no change in present rates. 





GEORGIA PUBLIC SERVICE COMMISSION 


Re Atlanta Transit System, Inc. 


File No. 19568, Docket No. 648-U 
May 12, 1954 


PPLICATION by transit company for authority to issue securt- 
A ties and evidences of debt; approved. 


Security issues, § 123 — Dividend restrictions — Transit corporation. 
1. In authorizing a transit corporation to issue securities and evidences of 
debt, a condition was imposed that dividends be limited to actual earnings 
after provision for depreciation on a cost basis and for tax liabilities, p. 63. 


Security issues, § 120 — Condition — Use of depreciation accruals. 
2. In authorizing a transit corporation to issue securities and evidences of 
debt, a condition was imposed that the use of depreciation accruals to ac- 
celerate payment of the indebtedness could not be made without commission 
authorization, and then only upon a showing that such use would not be 
detrimental to the public interest, p. 63. 

Security issues, § 58 — Transit corporation — Property acquisition. 
3. A transit corporation was authorized to issue securities and evidences 
of debt, the proceeds of which were to be used as a down payment on prop- 
erty acquired from another company, p. 63. 


¥ 
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APPEARANCES: Hoke Smith, At- 
torney, for Atlanta Transit System, 
Inc.; Granger Hansell, Attorney, and 
John Boman, Attorney, for Atlanta 
Transit Company; J. C. Savage, City 
Attorney, and J. C. Murphy, Assist- 
ant City Attorney, for the city of At- 
lanta; N. Knowles Davis, Chief 
Engineer, and Frank G. Heald, Util- 
ities Auditor, for the commission. 


By the Commission: An applica- 
tion was filed with the commission on 
April 9, 1954, by Robert L. Sommer- 
ville, John Gerson, Henry L. Taylor, 
William P. Maynard, Albert D. Cren- 
shaw, Robert R. Edwards, Albert G. 
Pirkle, Sidney Haskins, George B. 
Haley, Jr., and Hoke Smith as in- 
corporators of Atlanta Transit Sys- 
tem, Inc., in which authority is re- 
quested to issue 252 shares of common 
stock with a par value of $100 per 
share, subsequently to be converted to 
5,040 shares of common stock with a 
par value of $5 per share, and to issue 
evidences of indebtedness to Atlanta 
Transit Company in the principal 
amounts of $4,456,000 and $754,000, 
all for the purpose of acquiring the 
physical property now owned and op- 
erated by Atlanta Transit Company. 
This application was first assigned for 
hearing on April 22, 1954, was 
reassigned for hearing on April 29, 
1954, and later scheduled for May 
3, 1954, at which time it came on to 
be heard. The applicants were di- 
rected to publish notice of the time, 
place, and purpose of the hearing, 
and it appears that proper notice was 
so published. At the hearing an 
amendment to the application was 
filed substituting Atlanta Transit Sys- 
tem, Inc. (hereinafter referred to as 
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System), as the applicant in lieu of 
the incorporators thereof by reason of 
the fact that System received its char- 
ter as a street railroad corporation 
from the secretary of state of the state 
of Georgia on April 29, 1954. It also 
appears from the evidence submitted 
that System has amended the principal 
amount of evidences of indebtedness to 
be issued to the extent that these 
amounts will be $4,431,000 and $659, 
000 in lieu of $4,456,000 and $754,000 
respectively. It appears that the orig- 
inal larger amount requested repre- 
sented the total consideration involved, 
while the amended larger amount re- 
flects the remaining balance of the 
debt after initial payment in cash, 
equal to the difference. The adjust- 


ment to the smaller amount reflects 
a more precise determination of the 
actual value of the miscellaneous items 
involved (fare boxes, materials and 
supplies, working funds, and prepay- 


ments ). 

At the request of the applicant ar- 
rangements were made to receive a 
portion of the evidence by a deposition 
prior to the scheduled hearing. The 
portion of the evidence so received 
represents expert testimony by Mr. 
Mark L. ‘Harris, witness for System, 
and such evidence related solely to 
the determination of the reproduction 
cost and fair value of the physical prop- 
erty to be sold. According to this 
evidence the total present cost of the 
physical assets before depreciation was 
found to be $12,215,470 and after re- 
flecting depreciation to be $7,275,369. 
According to the company the depre- 
ciated original cost of the physical as- 
sets to be sold by company to System 
was $3,218,126 on March 31, 1954. 
Witness Harris testified that in his 
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opinion and after giving consideration 
to both original cost and present cost 
figures the present fair value of the 
physical assets would not be less than 
$5,000,000. This witness submitted 
three exhibits in support of his con- 
clusions. At the request of the staff 
of the commission for additional in- 
formation with respect to his conclu- 
sions, seven additional exhibits were 
filed at the subsequent hearing of this 
matter. There was no objection to 
incorporating into the record in this 
case the earlier testimony by deposi- 
tion and it was made a part of the 
record. 

Mr. John Gerson, witness for Sys- 
tem, testified in support of the applica- 
tion. He submitted two exhibits, one 
being an excerpt from the report of the 
Georgia State Senate Transit Study 
Committee dated November, 1953, 
with reference to the problem of re- 
placement of equipment on the transit 
system in Atlanta and another setting 
forth a pro forma income statement 
giving effect to the acquisition of the 
physical assets of the transportation 
property by System. At the request of 
the commission staff, additional infor- 
mation has been submitted, including 
an affidavit by the appraiser of land 
incorporated by reference in the evi- 
dence submitted by Mr. Mark L. Har- 
ris, evidence that the proposed sale of 
assets was Satisfactory to Traffic 
Equipment Company (the lessor of 
certain equipment under the current 
sale and lease agreement with Atlanta 
Transit Company), and allocation of 
the cost of property to System to vari- 
ous depreciable accounts and the de- 
termination of annual depreciation ex- 
pense thereon; a statement of income 
on an actual basis for the twelve 
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months ended March 31, 1954, and a 
formal agreement entered into at the 
request of the staff between company 
and System to the effect that company 
would not accept and System would 
not offer to make payments on the 
outstanding indebtedness other than 
upon the terms and conditions set forth 
in the purchase money bill of sale and 
deed to secure debt made a part of the 
record in this case. The latter item 
appears to be for the purpose of in- 
suring that depreciation accruals by 
System would be used for the replace- 
ment of transit equipment as necessary 
and not be diverted to an accelera- 
tion of the payment of outstanding ob- 
ligations. 

According to the record in this and 
prior cases and as outlined in the re- 
port of the Georgia State Senate 
Transit Study Committee, the trans- 
portation system in Atlanta faces a 
serious problem with respect to the re- 


placement of transit equipment when 
such replacement becomes necessary. 
A portion of this problem appears to 
have been solved through the sale 
and lease-back agreement which was 
heretofore approved by the commis- 


sion and is currently in force. How- 
ever, that agreement covers only a 
portion of the vehicle equipment and 
would not seem to meet the full cash 
requirements for replacement of equip- 
ment. This application for authority 
to issue stock and evidences of in- 
debtedness contemplates the acquisi- 
tion of the remaining vehicle equip- 
ment now owned by Atlanta Transit 
Company, together with other physi- 
cal property including the over-all 
distribution system, land and _ build- 
ings, and materials and supplies. 
According to the record, deprecia- 
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tion on a cost basis to System would 
provide substantial funds for the re- 
placement vehicles and equipment and 
it is the understanding of the commis- 
sion that this is a basic purpose for the 
proposed acquisition. According to 
the evidence, some $3,000,000 to $4, 
000,000 will be required over the 
next ten years for the replacement of 
equipment which is not covered by 
the sale and lease-back agreement and 
it appears that this would be provided 
from depreciation accruals to System. 
The evidence in this and other cases 
before the commission also seems to 
indicate that the sale of securities by 
the Atlanta Transit Company to raise 
additional capital would be most diffi- 
cult to make on any reasonable basis. 

According to the record, normal de- 
preciation accruals by Atlanta Transit 
Company during the year ended March 
31, 1954, on a corporate cost basis 
were $122,271.58 while on the basis 


of cost to System these depreciation 
accruals would amount to $486,573.89 


on an annual basis. It appears that 
the depreciation accruals at present 
would be wholly inadequate to provide 
for replacement of equipment, while 
the depreciation on cost to System 
should meet the requirements for 
such replacement. 


System proposes to issue its stock 
to the seven stockholders named as 
the initial applicants in this matter in 
equal amounts of 36 shares of stock 
with a par value of $100 per share for 
cash, providing total funds of $25,200 
from the 252 shares of stock so issued 
and sold. Of this amount $25,000 
is to be utilized as a down payment 
on the purchase of physical property 
from Atlanta Transit Company and 
evidences of indebtedness described 
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above would represent the balance of 
the purchase price thereof. The sale 
of the physical properties contemplates 
no current change in the extent and 
location of service provided, nor any 
change whatsoever in fare levels. The 
significant feature of the entire trans- 
action is that depreciation on a cost 
basis to System which appears proper 
for income tax purposes will permit 
System to accrue depreciation for the 
replacement of property without in- 
curring an equal or higher income tax 
liability associated with such deprecia- 
tion accruals. Atlanta Transit Com- 
pany has in the past claimed that de- 
preciation should be permitted on an 
original cost basis of depreciable prop- 
erty. The commission has not allowed 
such depreciation in the past, primarily 
for the reason that such allowance 
would require the collection in fares of 
more than double the depreciation re- 
quirement in order to provide income 
taxes associated therewith in addition 
to the actual depreciation expense. 

While the city of Atlanta entered 
an appearance in this matter, it took 
no position relative thereto on the rec- 
ord other than to advise that it had 
entered into a mutually agreeable con- 
tract with Atlanta Transit Company 
and Atlanta Transit System, Inc., 
whereunder specific terms, conditions 
and understandings are outlined with 
respect to the purpose and effect of 
the transaction. A copy of this con- 
tract has been submitted to the com- 
mission. 

The record indicates that Atlanta 
Transit Company has specific con- 
tracts relating to advertising, the fur- 
nishing of rubber tires, the transporta- 
tion of postmen, the purchase of elec- 
tric energy, for joint pole use, leases 
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for transit buildings, for the purchase 
of additional motor coaches and others, 
each and all of which are to be assigned 
to System, and System obligates it- 
self to perform all of company’s obliga- 
tions thereunder. In addition, Atlanta 
Transit Company is to transfer and 
assign to System its lease with Traffic 
Equipment Company and the vehicles 
covered thereby and System obligates 
itself to pay the rentals owing Traffic 
Equipment Company for the period 
after the use of the vehicles is trans- 
ferred to System. It appears further 
that System would be authorized to 
operate vehicles on the streets of At- 
lanta pursuant to a franchise from the 
city of Atlanta. 

[1] The dividends on System’s 
stock proposed to be issued is to be 
limited to a maximum amount of 
$5,000 per year so long as the indebt- 
edness to Atlanta Transit Company is 
outstanding. In addition, these divi- 
dends should be limited to actual earn- 
ings of System after provision for de- 
preciation on a cost basis and after a 
reasonable provision for tax liabilities, 
and this order so provides. It further 
appears that the proceeds from depre- 
ciation accruals on a cost basis to Sys- 
tem and such cash proceeds as may be 
received from the sale of any property 
should be restricted and used for the 
sole purposes of discharging System’s 
debts to Atlanta Transit Company and 
for the acquisition of vehicles and 
facilities for use in transit service on 
the Atlanta transportation system, and 
this order so provides. 

[2, 3] The contract agreement 
which provides that funds accrued from 
depreciation expense or from the sale 
of property shall not be used to ac- 
celerate payment of indebtedness be- 


yond the established schedule is in the 
public interest and such acceleration 
is not to be made without specific fu- 
ture authorization of this commission 
and then only upon a showing that 
such would not be detrimental to the 
public interest. Furthermore the ap- 
proval of the issuances of stock and 
evidences of indebtedness shall not be 
construed that such represents a proper 
rate base for System in any rate pro- 
ceeding before this commission. With 
these reservations, conditions, and 
stipulations, it appears that the appli- 
cation of Atlanta Transit System, Inc., 
for authority to issue securities and 
evidences of indebtedness should be 
authorized. 

Wherefore, it is 

Ordered that Atlanta Transit Sys- 
tem be and it is hereby authorized to 
issue and sell 252 shares of its com- 
mon capital stock with a par value of 
$100 per share, the proceeds of which 
are to be used as a down payment to 
Atlanta Transit Company on the ac- 
quisition of all of the physical prop- 
erty of Atlanta Transit Company ex- 
cept that covered by the sale and lease- 
back agreement with Traffic Equip- 
ment Company. 

Ordered further that Atlanta Trans- 
it System, Inc., be and the same is 
hereby authorized to issue in exchange 
for the above stock 5,040 shares of its 
common capital stock with a par value 
of $5 per share at such time as an 
amendment to its charter is granted 
by the secretary of state of the state of 
Georgia, said stock with a par value of 
$5 per share shall be issued only in 
exchange for an equivalent total par 
value of stock initially issued. 

Ordered further that Atlanta Trans- 
it System be and the same is hereby 
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authorized to issue to Atlanta Transit 
Company evidences of indebtedness in 
the principal amount of $4,431,000 and 
$659,000 respectively, representing the 
balance of the purchase price of physi- 
cal property from Atlanta Transit 
Company after applying the proceeds 
from the stock hereinabove authorized 
as a down payment. 

Ordered further that the authoriza- 
tions herein granted shall be subject 
to all of the terms, conditions, and 
stipulations made a part of the record 
in this case, and those enumerated 
within this order. 

Ordered further that Atlanta Trans- 
it System shall file with the commis- 
sion within thirty days after the date 
of said issuance a full and complete re- 


port setting forth the amounts and 
types of securities and evidences of 
indebtedness issued, the proceeds re- 
ceived therefrom, and the purposes for 
which said proceeds were expended, 
together with any other matters per- 
tinent to the transaction. 

Ordered further that the transac- 
tions herein authorized may be made 
effective as of May 1, 1954, with the 
full extent of privileges and authoriza- 
tions granted had such been issued 
prior to that date. 

Ordered further that the commission 
reserves and keeps jurisdiction of this 
matter for the purpose of issuing such 
further order or orders as may seem 
meet and proper. 
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Greater Flexibility and Low Cost 
Protection with ag 


i ! 
INTERRUPTER & 
SWITCHES |° 


Not just an interrupter—not just a 
disconnect—but a combination that 
breaks loads safely—and when 
equipped with power fuses you 
get full system protection. 





“SL” Interrupter 

Switch with selector and ground- 

When specifications call for ing switch (fully interlocked). 

opening of circuits under 4-4-7 

ee load eo = find ‘ <@ “SL” Interrupter Switch 
elta-Star t pe a te i ft irectl t K 

Interrupter Switches will meet see en mounted directly on transformer 

the requirements perfectly. 

Used with power fuses, they 

provide an economical means 4 power fuses for fault protection. 

of fault protection. 

Units are available in voltage ratings 

of 5, 7.5 and 15-KV with interrupting 

capacities of 400, 200 and 100 amperes respectively. 

Continuous capacity of switches may be as desired since 

the main switch is independent of the interrupter. 

Furnished with or without metal housings in single, two or 

three pole units for mounting on transformers, 

walls or structures. 

Load interruption is accomplished by momentarily 

shunting the full load current through a by-pass circuit. 

Here the arc is extinguished by rapidly elongating 

it within a confining chute. Danger of external arcing 

or contact burning is eliminated. 


There is an “SL” Interrupter Switch for every application. 
Ask for Publication 4612. 


{nterrupter in combination with 
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HOW EBASCO HELPS 
THE GAS INDUSTRY 


system planning 
on a long-range basis 





Cer 


With years of background experience in the gag’ 
utility industry and the knowledge of probablé,.; 
future developments, Ebasco offers a system plang 
ning service to meet the specific needs of all typeg!“ 
oe Ro! 
of gas utilities both large and small. F 


Ebasco can assist you with your market surveygf"* 
load growth forecasts, service requirement studies “ll 
present system performance analyses. The relativ@,, 
merits of alternate development plans will be com 
pared and an economic program for the immediat§” 
and long-range future will be recommended. wm 


Entire systems from gas field and production facil@"". 
ties to the customer, or the component parts, arf... 
covered as may be desired to meet the requirementfest 
of the particular situation—including pipe line@ « 
compressor-stations, peak-shaving, conversiow $| 
manufactured gas plants, and distribution. 





Our booklet—‘‘The Inside Story of 

Outside Help’’—describes Ebasco 

services and how they may be of use 

to you. For a copy, write or phone 

Ebasco Services Incorporated, 

Dept. W, Two Rector Street, bon 

New York 6, N. Y. A 
= e € 
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CP&L to Add Biggest 

Unit Near Moncure 
CAROLINA Power & Light Com- 
Guuny plans to erect the largest genera- 
tor in its system as an addition to its 
ape Fear river plant near Moncure, 
North Carolina, it was revealed re- 
kently. 

Work will begin about the first of 
next year, and the generator is due to 
ko into operation during the second 
quarter of 1956, according to H. B. 
Robinson, CP&L vice president in 
tharge of the operations and engi- 
ering department. 

With the Moncure addition, CP&L 
vill maintain its record of installing 
iw generators at the rate of one per 
ear every year since 1949, The com- 
bany has erected three at Lumberton, 
wo at Goldsboro and has the first of 
wo under construction near Wilming- 
on. 

The work is part of a postwar ex- 
pansion budget which already has in- 
ested $117,000,000 and is expected 
0 exceed $200,000,000 in 1957. 


$100,000,000 Station Started 
By Public Service Elec. & Gas 


'UBLIC Service Electric and Gas 
company has announced the start of 
onstruction of a new electric gen- 
rating station in Linden, New Jer- 
ey. The total cost of the project is 
timated at about $100,000,000. 

Located on a 120-acre tract adjacent 
0 the Bayway Refinery of the Esso 
tandard Oil Company, the new sta- 





ion will provide additional power for 


e entire Public Service system and 
ill also furnish the electrical and 
team needs of the refinery, which will 
upply fuel for the station by pipe 
ine, 

The first turbine-generator unit, 
apable of producing 225,000 kw 
301,600 hp), is scheduled for opera- 
lon early in 1957 and will be fol- 
wed by a second machine of similar 
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size in the fall of that year. Other 
units will be added as needed to meet 
Public Service system demands, the 
property being sufficiently large for 
the addition of four more units. 


GAI Services Explained 
In Bulletin 


A COMPREHENSIVE brochure 
produced by the Public Relations Di- 
vision of Gilbert Associates, Inc., 
engineers, consultants and construc- 
tors with home offices in Reading, Pa., 
indicates in words and pictures the 
services offered by GAI in the con- 
tinental United States and throughout 
the world. The book is profusely illus- 
trated with photographs of GAI proj- 
ects and included in the back cover 
pocket is a smaller edition of the book 
listing GAI clients. 

As a ready reference for your files, 
this brochure is offered free. Write to 
Gilbert Associates, Inc., Dept. PR, 
Reading, Pa. 


Savannah Electric Plans 3rd 
Postwar Installation 


WITH the $4,500,000 addition to its 
Riverside generating plant still to go 
into operation, the Savannah Electric 
and Power Company has announced 
an additional $6,500,000 phase of its 
expansion program. 

Lee C. McClurkin, president of the 
company, reports that the new expan- 
sion move is based on the continued 
growth of the community, the in- 
creased use of electricity per customer, 
and the general industrial growth of 
Savannah. 

The $6,500,000 is earmarked for 
installation of a new 30,000-kilowatt 
generating unit. It is scheduled for 
commercial operation in the fall of 
1956. 

It will be the third generating unit 
installed by the company since the end 
of World War II. 


































EEIl Coordinates Fall Farm 
Lighting Promotion 


“BE MODERN—Light Up The 
Farm” is the theme of Edison Elec- 
tric Institute’s nationally-codrdinated 
farm lighting promotion, scheduled 
for September - October - November. 
An announcement packet containing 
promotional pieces for the fall cam- 
paign has been mailed to the industry, 4 
according to L. H. Hammond, chair- 
man of EEI’s farm sales promotion 
committee. Behind the new campaign, 
Mr. Hammond said, is a series of 
studies showing that farm lighting 
electric use is 50 per cent behind urban ; 
residential lighting. 


Worthington Offers New Bulletin ' 
On Centrifugal Pumps 
WORTHINGTON Corporation of- ' 


fers a new bulletin on Saddle Mount- 
ed, Vertically Split Centrifugal Pumps 
—a heavy duty line designed for con- 
tinuous duty in all boiler circulation 
and heater drain services. 

The new bulletin describes mate- 
rials of construction, coverages avail- 
able, presure-temperature limitations. 
with cross-section drawings of the 
various types of pumps in the line. 
together with dimensions and specifi- 
cations. 

Requests for the new bulletin, 
known as W-341-B11B, should be di- 
rected to Advertising and Sales Pro- 
motion Department, Worthington 
Corporation, Harrison, N. J. 


Cal. Elec. Pwr. Starts New 
Unit at Highgrove Plant 


CALIFORNIA Electric Power Com- 
pany has started construction of a 
fourth unit at its Highgrove steam 
electric generating plant which will 
increase the company’s output of elec- 
tric energy by over 40,000 kilowatts. 


(Continued on page 28) 
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Stones, rocks, boulders... 


A Tough Combination to Beat 


IN CORTLAND, N.Y. this gas extension job was dug in ground 
studded with stones, rocks and boulders, as the picture shows. This 
“Baby Digger” with Cleveland’s exclusive wide range of digging 
wheel and crawler speed combinations took the difficult digging job 
in stride. 

This famous Cleveland transmission combination gives the operator 
finger tip control of more than 30 usable combinations of digging 
wheel and crawler speeds. Digging in conditions such as this—or in 
mud, clay or sand—is always done with the most effective combi- 
nation of power and speed because this Cleveland feature makes the 
right combination instantaneously available. 






















Cleveland “Baby Diggers” hustle 
safely from job to job... at 
* legal limit speeds . . . because 
wo se = they are so easily portable on 
"compact Cleveland Trailers. 





Bee 
Write for descriptive bulletins and specifications, or get 
the full story on CLEVELANDS from your local distributor 


MS 
M/s 
a7 SS 


(70g) THE CLEVELAND TRENCHER CO. 


Vn CG : a oD 
Newly’ Pioneer of the Modern Trencher 
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INDUSTRIAL PROGRESS 
(Continued) 


The $5,393,000 project is part of Cal 
ectric’s continuing program to meet 
and anticipate expansion within its 
service area. 

The new unit is rated at 40,000 ky 
and will be a duplicate of Highgrove’s 
unit three which was placed in opera- 
tion in October, 1953. Completion oj 
unit four in November, 1955, will 
boost the plant’s total output to over 
140,000 kilowatts. 

Iluor Corporation which  con- 
structed the first three units at High- 
grove will build unit four. When it is 
completed, the company’s total invest- 
ment at Highgrove steam plant will 
be approximately $20,000,000. 























































New Series of Extensible 
Personnel Towers 


A NEW series of Hi-Ranger extensi 
ble personnel towers has been placed 
in production by Mobile Aerial Tow 
ers, Inc., of Fort Wayne, Indiana. 

Series 3 and 4 Hi-Rangers are de 
signed to place a worker at maximu 
platform heights of 32 feet and 
feet respectively. Maximum working 
heights are 5 or 6 feet higher. The 
units are designed for industrial in 
spection and maintenance, general 
tree culture, street light cleaning andi 
replacement and similar applicationg 
requiring such working heights. Speq 
cial heights and weight capacities arqie 
available within each series. 

The manufacturer states a princip 
advantage of the new units is thei 
great flexibility in mounting. Easq 
of operation and low cost are alsa? 
cited as advantages. j 

Literature, photographs and pricey 
are available from the manufacturer, 
Mobile Aerial Towers, Inc., 1405 
North Clinton street, Fort Wayne, 
Indiana. 






Atlantic City Electric Plans 
$2,000,000 in Construction 


THE board of directors of Atlantiai 
City Electric Company recently ap 
proved nearly $2,000,000 in accel 
erated construction authorizations 
Most of the projects approved are at 
tributed to growth and expansion ol 
the company’s service area, which em 
braces all or parts of eight Southe 
New Jersey counties. 

Bayard L. England, president, ! 
reviewing the growth and expansid 
requirements of the company, pointed 
out that it had more than doubled its 
facilities since the end of Worl 
War II, from $51,000,000 to $111, 
500,000 today. He reported the con 
struction budget will exceed $40,000, 


(Continued on page 30) 



































































Here’s Proof of Performance... 


@ A blight that affected native 
chestnut wood in 1927 turned a 
major Connecticut power company 
to the use of pressure-creosoted 
transmission line poles. The results 
were so satisfactory that the com- 
pany has used nothing but pressure- 
creosoted poles since 1929. 

Today, one of the company’s op- 
erating divisions has 37,877 pressure- 
creosoted poles carrying 866 miles 
of overhead installations. Replace- 
ments, except for relocations have 


THIS PRESSURE-CREOSOTED 
POLE has been in service for 
20 years and will be re-used 
after grading relocation. Its 
excellent condition at the 
ground line is apparent. 





‘Pressure-creosoted poles used exclusively since 1929 
with a replacement rate of less than 1% 


run less than one per cent. 

Pressure-creosoted poles have 
proved themselves in actual service 
to be long-life poles. And you can 
count on top performance when USS 
Creosote is used in the treating 
process. 

For complete information on 
USS Creosote, contact our nearest 
Coal Chemical sales office or write 
directly to United States Steel Cor- 
poration, 525 William Penn Place, 
Pittsburgh 30, Pennsylvania. 


ESE PRESSURE-CREOSOTED Southern yellow pine poles have been in the ground at this location 
Connecticut for 22 years. Not one pole has been lost to ground rot since installation. 


USS CREOSOTE 


ft —& D 
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(00 for the three year period—1954 
to 1956 of which $18,000,000 will be 
spent this year. 

in his report Mr. England said the 
company had added about 61,000 cus- 
tomers to its lines since 1946. Electric 
sales have increased 110 per cent. He 
also reported new industries or exist- 
mig industries, which had expanded 
their facilities, numbered 240 in the 
past 2} years. 


Moloney Electric Appointments 
MOLONEY Electric Company, 
transformer manufacturer located in 
st. Louis, Missouri, recently an- 
neunced the following appointments: 

Vice President: Donald E. Spack- 
ler. Mr. Spackler joined the Moloney 
organization in 1950 as a member of 
the sales department and was subse- 
quently employed in the St. Louis 
plant and Chicago district sales office. 

Vice President: Edward F. Classen. 
Mr. Classen was employed by the 
l-merson Electric Company and Mce- 
Donnell Aircraft Corporation of St. 
louis prior to coming with Moloney 
in June of 1950. 

Assistant Chief Engineer and Vice 
President: Howard D. Tindall. Mr. 
Tindall was formerly section engineer 
ot the distribution and specialty trans- 
former divisions. He joined Moloney 
in 1940 as a design and development 
engineer where he has been instru- 
mental in the development of the 
Moloney HiperCore and Sealed Dry 
Tvpe Transformer. 

Director of Purchases: Carl Hell- 
weg. Mr. Hellweg has been with the 
company for 26 years and has seen 
service in practically every depart- 
ment of manufacture. 

District Sales Manager—Chatta- 
nvoga, Tenn.: Harry S. Thomas. Mr. 
Thomas was formerly district man- 
ager of the Jersey Central Power and 
| .ight Company of Morristown, Penn- 
<vlvania. Until his recent appoint- 
rent, he served as an agent for the 
Moloney Electric Company with the 
I-ngineer Sales Corporation in St. 
l’etersburg, Florida. 

District Sales Manager—St. Louis 
otfice: Fred J. Connell. Mr. Connell 
joined the Moloney organization as 
director of purchases in December of 
1945, 


$16,000,000 Station Planned 
By Wisconsin Pwr. & Lt. 
l’LANS for construction of a 100.- 
()00-kilowatt steam electric generating 
station at Cassville, Wisconsin, were 
announced recently by the Wisconsin 
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INDUSTRIAL PROGRESS—( Continued) 


Power & Light Company. Prelimi- 
nary work on this new unit, which 
will cost about $16,000,00, is sched- 
uled to start in late 1955. 

Since World War II, the Wiscon- 
sin Power and Light Company has 
engaged in a huge expansion program, 
representing an investment of about 
$75,000,000 in new plants and other 
improvements. Generating capacity 
has been increased three times what it 
was at the beginning of World 
War II. 


$5,398,300 Program Planned 
By C&P Tel. of Va. 


THE board of directors of the Chesa- 
peake and Potomac Telephone Com- 
pany of Virginia at a recent meeting 
authorized the spending of $5,398,300 
for improvements and expansion of 
telephone service in the state, accord- 
ing to Vice President J. Rhodes 
Mitchell. 


IBM Introduces New Type "702" 
Electronic Data Processing 
Machine 


THE move toward the “electronic 
office’”’ gained impetus recently with 
the presentation by the International 
Business Machines Corp. of its new 
type “702” electronic data processing 
machine. Designed for business use, 
it is said to be the fastest and most 
flexible commercial data processing 
system ever devised. 

“This is the biggest step toward 
automation in accounting procedures 
since the introduction of alphabetical 
punched card machines, some twenty 
years ago,” said Thomas J. Watson, 
Jr., IBM president. “I confidently ex- 
pect that within the next few years 
this machine, and its successors, will 
effect radical changes in the data 
processing procedures employed by 
hundreds of large business organi- 
zations.” 

Although deliveries are not sched- 
uled to begin until early next year, the 
company reports that already the 
number of orders has broken all 
previous records for electronic equip- 
ment in the “giant brain” class. 

The “702” is made up of a central 
arithmetical and logical unit capable 
of performing more than ten million 
operations in an hour. Working part- 
ner of this unit is a bank of cathode 
ray “memory” tubes. Reels of mag- 
netic tape, each with a capacity 
roughly equivalent to all the numbers 
in the 1,850 pages of the Manhattan, 
N. Y., telephone directory, feed data 
to the machine and write down the 


. language which the machine unde 








answers at the phenomenal rate 9 
15,000 letters or numbers a second 

The system is controlled by mean 
of a so-called “stored program, 
which is no more than a finely detaile 
list of instructions, translated into 











stands. It retains these instructions ; 
its memory and refers to them, oneb 
one, at lightning-like speed. The actug 
writing of the instructions and co 
verting them to machine language 
said not to be difficult, but the analysj 
of office operations which is a neces 
sary preliminary step can run inti 
months, or even years, of study. 











Stromberg-Carlson to Handle 
"Gai-Phone" Sales 


THE Stromberg-Carlson Compa 
has been appointed the national sal@ 
agent for the “Gai-Phone,” new ele 
tronic telephone designed for noisq 
free communication in extreme 
noisy areas. The “Gai-Phone’”’ is t 
product of Gai-Tronics Corporatio 
of Reading, Pa. 

Announcement of the appoiritmerf, 
was made by T. C. Thompson, sale 
manager of the Telephone Divisio 
of the Stromberg-Carlson Compan 

The “Gai-Phone” enables the usq 
to carry on a clear telephone conver 
tion, even in an extremely noisy lo 
tion, without a noise-proof booth q 
other enclosure. 

This is achieved by a special df 
namic transmitter, which combing 
high quality voice transmission wi 
a high order of discrimination again 
background noise. The “Gai-Phong@g 
provides control over both incomi 
(receiver), and outgoing (transmj 
ter) volume, as well as adjustable su 
pression of “side-tone.” Conceal 
controls on the side of the instrume 
can be regulated by the installer f 
the most effective operation in ea 
specific location. 

Since the maximum output of t 
“Gai-Phone” is no greater than th 
of the conventional telephone, it cd 
be used wherever such a telepho 
would be used, and can be mixed wi 
conventional telephones in the sa 
system. 

The “Gai-Phone” employs a stan 
ard Stromberg-Carlson 1500 instr 
ment, equipped with a special tra 
mitter, electronic amplifiers, sideto 
suppression and other auxiliary equ: 
ment. It is available for either de 
or wall mounting. 

Under the sales agreement “CG 
Phone” sales will be handled | 
Stromberg-Carlson’s Telephone 
vision. 
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Colonel Byllesby didn’t know he was a pioneer..... 


It was before the turn of the century that 
young Henry Byllesby worked side by side 
with Tom Edison and George Westing- 
house. As they each contributed their great 
knowledge to design the first steam operated 
electric central station in the world, the 
farthest thought from Henry Byllesby’s 
mind was that someday he and Tom and 
George would be regarded as pioneers in 
electric power. It was therefore more than 


coincidence that the company he founded 
in 1902 should later be aptly named, 
Pioneer Service and Engineering. This is 
but a tribute to the vision of a man who, 
with his company, contributed to making 
America the most powerful nation on earth. 
This year Pioneer takes pride in celebrating 
LIGHT’S DIAMOND JUBILEE and pauses a 
moment to respect the name of its founder 
. . . who didn’t know he was to be a pioneer. 


Serving power plant 
needs of utilities and 
private industries. 


CHICAGO 4, ILL. 








The First Book of Its Kind... 


PREPARING FOR THE UTILITY RATE CASE 


by Francis X. Welch, B. Litt., LL. B., LL. M. 








The satisfactory solution of the most expensive and difficult problem of Commission Regulation— 
The Rate Case—depends very largely upon how well and how thoroughly the details of 

preparation have been given attention. “Preparing for the Utility Rate 
Case” is a compilation of experiences taken from the records of 
actual rate cases. It has required two years of research, 
study and analysis, conducted by Francis X. Welch, Editor 

of PUBLIC UTILITIES FORTNIGHTLY, with the aid and 


cooperation of selected experts, to complete this treatise. 


















The volume, being the first of its kind, should be found 
invaluable to utility executives, rate case personnel, 
attorneys, accountants, consultants, regulatory com- 
missions, rate case protestants, and, in fact, to all persons 
engaged in or having an interest in rate cases. 









Among the values of this compilation are the reviews of 
methods and procedures, which have been found helpful in— 


















& simplifying and speeding up rate case 
groundwork 


® saving time and expense of companies, 
commissions and other parties 


© cutting down “lag losses” 


® aiding the consumer by making possible 
faster plant and service improvements 


® increasing the confidence of investors 


—all of which are in the public interest. 


The volume does not offer a program of standardized 
procedures for rate case preparation, but reviews the plain 
and practical methods that have been used. 


These chapter headings indicate the coverage: 












The Birth of the Utility Rate Case Completing the Rate Base; 










Public Relations and the Rate Case Working Capital 

The Birth of Utility Company Rate Opposition Operating Expenses 

The Grand Strategy of the Rate Case Operating Expenses, Continued— 
Selection and Function of the Attorney Annual Depreciation 

The Mechanics of Rate Case Preparation The Rate of Return 

Proof of the Rate Base Rate Adjustments—Allocations 






The Completed Rate Base—Overheads, Land, 
Depreciation, Working Capital 







> The edition is limited, so be sure to order your copy today. 


PUBLIC UTILITIES REPORTS, INC., Publishers 
NEW BOOK DEPARTMENT 


309 MUNSEY BUILDING 
WASHINGTON 4, D. C. 
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bur-wheel-drive INTERNATIONALS provide new 
ndards of efficiency and stamina for a wide variety 
public utility jobs. Shown is an R-160 (4x4) with 
vice-utility body, winch, and pole setting equipment. 


i 


WTERNATIONAL four-wheel-drive trucks bring to public 
tility operators entirely new 4x4 performance and efficiency. 
hese new four-wheel-drive trucks combine famous INTER- 
ATIONAL stamina, long life, and operating economy with 
verything that’s new and best in 4x4 design. 


two-speed transfer case affords eight forward and two 
pverse speeds, permitting movement of men, tools, and 
juipment over all kinds of terrain. Two transmission power 
ke-off openings allow operation of front-mounted winch, 
draulic hoist, or other auxiliary equipment. There is provi- 
on for mounting a third power take-off on the transfer case. 





TERNATIONAL 4x4 trucks have everything it takes for 
ugh public utility assignments, plus extra easy steering 
d handling, famous driver-designed Comfo-Vision cabs. 
udy the extra-value facts shown here, then get complete 
tails from your INTERNATIONAL Dealer or Branch. 


TERNATIONAL HARVESTER COMPANY °¢ CHICAGO 


























America’s Finest 
Four-Wheel-Drive Trucks 


Two chassis models: Model R-140 (4x4), 130- and 
142-inch wheelbases, GVW rating, 11,000 pounds. 
Model R-160 (4x4), 154- and 172-inch wheelbases, 
GVW rating, 15,000 pounds. 


All-truck power: Both models powered by famous 
INTERNATIONAL Silver Diamond engines. 


Transmission: Sliding gear selective type. Four 
speeds forward, one reverse. Power take-off open- 
ings on right and left sides. 


Transfer case: Two-speed declutching type, pro- 
viding eight forward and two reverse speeds, with 
manual disengagement of front axle for normal 
two-wheel-drive operation. Three-position shifting 
—high, 1.00 to 1; low, 1.87 to 1; and neutral. Pro- 
vision for mounting full torque power take-off at 
rear of input shaft. 


International Harvester Builds MCCORMICK® Farm Equipment and FARMALL® Tractors...Motor Trucks...Industrial Power...Refrigerators and Freezers 





Better roads mean a better America 















How AVAIUBIE! PROCEEDINGS 
7 1953 CONVENTION 


NEW YORK CITY 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 





























































Tuis important edition contains valuable ma- 
terial on the subject of regulation of rates and 
services of public utilities and transportation 
companies including the following: 








pendent Telephone Companies—The Motor Carrier Indemnity Insurance Problem—The 
State Commissions and the Federal Power Commission—Should the Long and Short 
Haul Provision of Section 4 be Included in Part Il of the Interstate Commerce Act or 
Has it Outlived its Usefulness—State Commission Reorganization and Administration 
—The Promise and Problems of Nuclear Power—Accounts and Statistics—Depreciation 
—Engineering—Legislation—Resolutions adopted by the Association. 


Price $10.00 


| The new report on the Railroad Passenger Deficit Problem—Regulation of Small Inde- 
| 





OTHER PUBLICATIONS OF THE ASSOCIATION 


Local Service Telephone Rates in the U. S.: 
An excellent compilation of rates prepared by NARUC subcommittee on "exchange rates" 
for all exchanges of Bell System, the rates in cities of fifty thousand population or more 
{ for Bell and Independent Exchanges, rates of borrowers from R.E.A. and tabulation of 
| above exchanges which had ten cent coin telephone rate in effect June 30, 1953. 200 pages, 
SENDS OF SAIED TT MEDOLD MEURT CUMMODT <o5' . 5.5650 poco ds oo coeur nss obs sess ae eeees $2.75 





| Message Toll Telephone Rates and Disparities: 

This report of the NARUC-FCC Joint Toll Rate Subcommittee is in printed form with 
hard-bound cover and contains 400 pages of text, tables and charts, presenting compre- 
hensive factual data with respect to message toll telephone service rates, costs and 





disparities from both the interstate and intrastate approach ...................--0-- $6.50 
Telephone Separations Manual with 1952 Addendum .........-....cseeeeececes $2.00 
Depreciation: 


1943-1944 Reports of Committee on Depreciation (reprinted in one volume because of 
special demand). The reports present a very comprehensive and complete analysis 
of the problems of depreciation in public utility regulation and set forth conclusions 
concerning the policies and practices which should be followed in respect thereto. 


eS TR Te DS Seta rae $4.50 

(1946) Methods of Pricing Retirements from Group Property Accounts .............. 1.25 

(1948) Letter Symbols for Mathematics of Depreciation .......................0-. . 1.00 

(1948) Half Cycle Methods of Estimating Service Life ...................0000e ee eee 1.00 

(1950) Remaining Life Basis of Accounting for Depreciation ........................ 50 

(1953) Report of Committee on Depreciation .................... cece nce ce ee eeeees 1.00 
Interpretations of Uniform System of Accounts for Electric Utilities 

Cases Nos. 45 fo 119 (1938 fo 1953) ... 2. ccc cess sce cece sccccsccnse 1.50 
Interpretations of Uniform System of Accounts for Gas Utilities 

Reems Ooms. 1 FOO TITER FO TGS) oo oon ooikic 5c cic snjcaineese.essecvcesece 1.50 
Interpretations of Uniform System of Accounts for Water Utilities 

Cases os. 1 40 GS (1938 FO 1953) oo. niece ccc ccc cewecescseccesesccceee 1.50 


(When remittance accompanies order, we pay forwarding charges) 


NATIONAL ASSOCIATION OF RAILROAD AND 
UTILITIES COMMISSIONERS 


P. O. BOX 684 WASHINGTON 4, D. C. 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








Tue American Appraisat Company 


ORIGINAL COST STUDIES @ VALUATIONS @ REPORTS 
for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








BLACK & VEATCH 
CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
4706 BROADWAY, KANSAS CITY 2, MISSOURI (SINCE 1915) 








BODDY, BENJAMIN AND WOODHOUSE, INC. 


CONSULTING ENGINEERS 
JAMES W. PARKER, SENIOR CONSULTANT 


Power Plant Design, Specification, and Construction Supervision 
Economic and Thermodynamic Studies, Technical Services and Reports 


28 WEST ADAMS AVENUE DETROIT 26, MICHIGAN 








DAY & ZIMMERMANN. INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 














Ford, Bacon & Davis 


VALUATIONS Jira in CONSTRUCTION 
REPORTS Gg COTS “rate CASES 


NEW YORK @ CHICAGO e LOS ANGELES 








(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 








GIBBS & HILL no. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 


NEW YORK —LOS ANGELES 
INDIANAPOLIS —SAN ANTONIO 











ENGINEERS © CONSULTANTS © CONSTRUCTORS 
READING, PA. 


G =) GILBERT ASSOCIATES, INC. 


© WASHINGTON © ROME 
FOUNDED 1906 © PHILADELPHIA @ MANILA 
e NEW YORK © MEDELLIN 








W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 
Traffic Surveys—Fare Analyses 
55 Liberty Street New York 5, N. Y. 








JAY SAMUEL HARTT 


CONSULTING ENGINEER 
327 South LaSalle Street e@ CHICAGO e Telephone HArrison 7-8893 


Consultant to Public Utilities: Valuations; Rate of Return Studies; Reports for 
Financing; Other Problems of Management, Engineering and Finance. 














CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


134 So. LaSalle Street Chicago 3, Illinois 








GUSTAV HIRSCH ORGANIZATION, INC. 


1347 West 5th Ave., Columbus (12) Ohio 
Telephone Kingswood 0611 


Consulting and Supervisory Engineers and Contractors 
Construction and Operation of Utility Enterprises 














HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384. HOLLY AVENUE e COLUMBUS, OHIO 














Mention the FortNIGHTLY—It identifies your inquiry 
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JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGAN 
APPRAISALS—INVESTIGATIONS—DEPRECIATION STUDIES— 
COST TRENDS — REPORTS 
for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 











Toe Ru Lyi an Coyporadion 


em GIN E ERS ° CONSTRUCTORS 


POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION ¢e MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21], PA. 








William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 
Utility Management Consultants Specializing in REGULATORY 
waren COST ANALYSIS noes 
for past 35 years 
Send for brochure: ''The Value of Cost Analysis to Management"’ 








N. A. LOUGEE & COMPANY 


Engineers and Consultants 


REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 








CHAS. T. MAIN, INC. 
Power Surveys—Investigations—V aluations—Reports 
Steam, Hydro Electric and Diesel Plants 
Gas Turbine Installations 
80 FEDERAL STREET “== BOSTON 10, MASS. 








RATES TAXES 


all MIDDLE WEST acmanes 
U 
BUDGETING SERVI CE ADVERTISING 


PERSONNEL co ACCOUNTING 
ENGINEERING ° SALES PROMOTION 
STOCK TRANSFER 20 N. WACKER DRIVE, CHICAGO PUBLIC RELATIONS 








Pioneer Service & Engineering Co. 


CONSULTING, DESIGNING AND : : SPECIALISTS IN 
OPERATING ENGINEERS eI ACCOUNTING, FINANCING, RATES, 
PURCHASING . } INSURANCE AND DEPRECIATION 
CHICAGO 4, ILLINOIS 












231 SOUTH LA SALLE STREET 
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PROFESSIONAL DIRECTORY (continued) 





f > Complete Services for Gas 


Industry's a = and Electric Utilities * Designing 
Partner J.F. Pritchard & Co. ¢ Engineering « Construction 
¢ Alterations « Expansions 
for Progress ae ee ee oe * Modernization * Surveys ¢ Plans 
¢ Piping * Equipment * Steam 


> Dept. 415, 210 W. 10th St., Kansas City 5, Mo. or Diesel Power Plants 


» 





















THE RUST ENGINEERING CO. 


PITTSBURGH 19, PA.* BIRMINGHAM 3, ALA. 
Offices in Principle U.S. and Canadian Cities 
Power Plant Design and Construction 
Boiler Settings © Chimneys © Equipment Erection 
Also sliding form work, refractory brick-work and insulation, soil compaction, other specialties. 


















SANDERSON & PORTER 


‘ENGINEERS & 
AND 
CONSTRUCTORS 














Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 


Chicago 3, Ill. 














The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Re ports—A ppraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. ¥. 


























Whitman, Requardt and Associates 
Publishers of the 35-year-old 


DESIGN — SUPERVISION HANDY-WHITMAN INDEX 
for Public Utility 
REPORTS — VALUATIONS Construction Cost Trends 
Including Hydro-Electric Properties 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 
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PROFESSIONAL DIRECTORY (concluded) 











Abrams Aerial Survey Corporation 


PHOTOGRAMMETRIC ENGINEERS FOR MORE THAN A 
THIRD OF A CENTURY 
Aerial Photography — Atlas Sheets — Mosaics — 
Plan and Topographic Maps — Profiles — Infra-red 
Photography — Photo-interpretation Instruments 


614 E. Shiawassee St. Lansing, Michigan 








JACKSON & MORELAND 


Engineers and Consultants 
Design and Supervision of Construction 
Reports — Examinations — Appraisals 


Machine Design — Technical Publications 
BOSTON NEW YORK 











ALBRIGHT & FRIEL INC. 


Consulting Engineers 


Water, Sewage and Industrial Wastes Probleme 
Alrfields, Refuse Incinerators, Dams 
Pewor Plants, Flood — 
ndustrial Building 
City Penns. a ‘Appralcals and Rates 


121 SOUTH BROAD ST. PHILADELPHIA ? 





LARAMORE AND DOUGLASS, INC 


CONSULTING ENGINEERS 


POWER PLANTS 
TRANSMISSION DISTRIBUTIOF 
DBSIGN—REPORTS— APPRAISALS —-BRATES 


79 East Adams Stree’ Chtcago 8, Minor 

















EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO. 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 


Pubdeo Utility Valuations, Reports and 
Original Cost Studies 


910 Electric Building Indianapolis Ind. 








LUCAS & LUICK 
ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION 
OPERATION, MANAGEMENT, APPRAISALS 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSatie St., Cxicaco 








ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


emo, aed Gi iol. \e a >) 
GAS AND SERVICE CO. 
327 So. LaSalle St., Chicago 4, HL 











LUTZ & MAY 


Consulting Hngineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGN—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 




















GANNETT FLEMING CORDDRY AND CARPENTER, INC 
ENGINEERS 


HARRISBURG, PENNSYLVANIA 





Original Cost and Depreciation Studies 
Rate Analysee—insurance Surveys 





A. S. SCHULMAN ELEcTRIC Co. 
Electrical Contracting Engineers 


TRANSMISSION LINES—DISTRIBUTION—Powse 
STATION—INDUSTRIAL—COMMERCIAL 
INSTALLATIONS 


CHICAGO Los ANGSLEs 

















FRANCIS S. HABERLY 


CONSULTING ENGINBER 


Valuations — Depreciation 
Investigations and Reports 


122 SoutH MICHIGAN AVENUB, CHICAGO 











SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 
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The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 
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Abrams Aerial Survey Corporation <2 BO 
Albright & Friel, Inc., Engineers .... EE et 
*Allen & Company ee 

Allis-Chalmers Manufacturing ‘Company ; 
American Appraisal Company, The 
American Telephone & Telegraph esapiieed 21 
*Analysts Journal, The ....... 
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Babcock & Wilcox Company, The 4-5 
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Black & Veatch, Consulting aueenee an 
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*First Boston Corporation, The ; 
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Gilbert Associates, Inc., Engineers ..... ha 


Gilman, W. C., & Company, Engineers ............... 36 
Papen, STON NSD... <5 = so050000005. 
*Guaranty Trust Company of New York .. 


Haberly, Francis S., Consulting — Se eee 
*Halsey, Stuart & Company, NOG sds 
*Harriman Ripley & Co. ... 


Hartt, Jay Samuel, Consulting Engineer See 
Hill, Cyrus G., Engineers ...........:. oe he on a 
*Hill, Hubbell and Company ........................ 
Hirsch, Gustav, Organization, Inc. = « 2S 
Hoosier Engineering Company ... arene Sore 36 
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*International Business Machines Corporation ......... 
International Harvester Company, Inc. ............. .. 33 
py SPREE ASOMIDEDY ©: <<. eos Ses cwswsessann.ne OD 
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Jackson & Moreland, Engineers ... .. .............. 39 
Jensen, Bowen & Farrell, Engineers ate ae 
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*Kidder, Peabody & Co. ... 
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Kuljian Corporation, The . : en 37 
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Laramore and Douglass, Inc., Engineers me .. 39 


Leffler, William S., Engineers Associated oF 37 
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*Loftus, Peter F., Corporation ...... 


Lougee, N. A., & Company, Engineers Pe 
isons 1% BACK, ENGINGOTS, .. woo 5 os oe eine . 39 
Lutz & May, Consulting Engineers ................... 39 
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Main, Chas. T., Inc., Engineers .... eee ery 37 
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Middle West Service Co. ........... sc 8 Seco 37 
Moloney Electric Company ........ eee 24 


*Morgan Stanley & Company ....................... 
*Motorola Communications & Electronics, Inc. i 
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National Association of Railroad and 
Utilities Commissioners ........................ . 34 
Newport News Shipbuilding & Dry Dock Company...... 23 
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Pioneer Service & Engineering Company ....... 30,37 
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Recording & Statistical Corporation ................. I 
Remington Rand Inc. ............... Aare rene 9 
Robertson, H. H., Company .... eet meer ee 18 
Rust Engineering ‘Company, ahe ... Sar ea 
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Sanderson & Porter, Engineers ....... ee eae 
Sargent & Lundy, Engineers ............. .... ite 38 
Schulman, A. S., Electric Co., Engineers ............. 39 
Sloan, Cook & Lowe, Consulting Engineers ............ 39 
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Southern Coal Company, Inc. 
*Sprague Meter Company, The ...................... 


*Union Securities Corporation ....................-: 


United States Steel Corporation .................... 29 
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PNEU-DRAULIC 


Breaker Operator 
offers 7 advantages 


By using the hydraulic 
principle of energy 
transmission — new to 
the breaker industry — 


principle 
of operation 








Allis-Chalmers is able 
to offer an operating 
mechanism with out- 
standing advantages. 


1 Simple — Has fewer parts than other 
types of operating mechanisms. Its simpli- 
city is a measure of its reliability and ease 
of maintenance. 


2 Unaffected by Weather — Whether it’s 
hot or cold, the energy stored in the system 
provides more than the standard number of 
operations. Use of oil with constant vis- 
cosity over wide range of temperatures in- 
sures uniform performance. 


3 No Moisture Problem ~— Entire sys- 
tem is filled with oil with inhibitor which 
eliminates rust and corrosion. 


4 No Dirt Problem ~ In effect, it is a 
sealed system with efficient filtering to 
eliminate the hazard of dust and dirt. 


5 Fast —In fact, it actually could be set 
to operate at speeds far faster than present 
useful speeds. 


ALLIS-CHALMERS {(.3 


































6 Emergency Closing — It can be closed at 
full speed onto an energized line even when no 
control power is available. 


7 Mechanically trip-free — The simple me- 
chanically trip-free mechanism, proven on other 
Allis-Chalmers high speed breakers, has been 
adapted to the Pneu-Draulic operator. —a_425 
‘The Pneu-Draulic operator is now available on breakers 69 bes 
' ahd above. Watch for it on other ratings. : . 
_... It will be to your advantage to investigate further the 
Pneu-Draulic operator and other features of these breakers. 
Call your nearby A-C district office for additional information, 
or write Allis-Chalmers, Milwaukee 1, Wisconsin. 


Pneu-Draulic is an Allis-Chalmers trademark. 





OVER 11% MILLION new room air conditioners will be installed this year—latest industry estimate. 


Heavy air conditioning loads need not 
tax your system capacity 


G-E Capacitors can release 
extra system capacity in voltage 
and thermally limited circuits 


THE MOST ECONOMICAL solution to low power- 
factor air conditioning load problems is offered 
by G-E capacitors. Installed in fixed and 
switched banks on overhead distribution circuits 
and distribution substation busses, capacitors 
reduce kva loading of overhead lines and sub- 
stations. And the switched capacitors can help 
regulate voltage—keeping voltage up right out 
to the ends of feeders. 


BENEFITS FROM CAPACITORS (1) they allow 
two to three times more load to be carried on 
voltage-limited circuits. (2) Capacitors release 
thermal capacity—permit substations to carry 
more kilowatts. (3) They often pay for them- 
selves out of savings resulting from reduced 
system I°R losses. 


FOR YOUR SEASONAL AIR CONDITIONING 
LOAD PROBLEM investigate General Electric 
capacitors. For full information, get in touch 
with your G-E Apparatus Sales representative. 
General Electric Co., Schenectady 5,N.Y. aaa; 
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‘ KVAR NEEDED TO RELEASE 





UNE - duty , 
_ SNOTE THAT LOAD Power FACTOR (5%) 1s TYPICALLY LOW AT TIME OF PEAK 


SUMMER PEAKS equaled or exceeded those of December in approxi- 
mately 50 utilities last year, and these are low power factor peaks as 
shown above—a direct result of increased air conditioning loads. 


i — . 
AUGUST SEPT. ocr. NOV. 


DEC. 


A KVA OF SUBSTATION CAPACITY 


EXISTING POWER FACTOR % 
WHAT IT WILL COST YOU. At 897 


power factor, $20 of primary capacitor 
will release one kva of system capacits 


Progress /s Our Most Important Product 


GENERAL @@ ELECTRIC 
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